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TUESDAY, MARCH 6, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OrFrice AND CIvIL SERVICE, 
Washington, D.C. 


The committee met at 10 a. m., pursuant to call, in room 213, House 
Office Building, Hon. Tom Murray (chairman) presiding. 

rl. ‘ r ° ° 

The Cuarrman. The committee will come to order. 

This morning the committee is meeting to begin consideration of 
H. R. 2982, a bill to increase certain postal rates. 

(H. R. 2982 is as follows:) 


[H. R. 2982, 82d Cong., 1st sess.} 
A BILL To readjust postal rates 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


FIRST-CLASS MAIL 


Section 1. (a) The rate of postage on postal cards (including the cost of their 
manufacture) and on private mailing or post cards conforming to the conditions 
prescribed by the Act entitled ‘‘An Act to amend the postal laws relating to the 
use of postal cards’’, approved May 19, 1898 (U.S. C., title 39, see. 281), shall be 
2 cents each: Provided, That the rate on each portion of double postal cards issued 
and sold under the provisions of the Act of March 3, 1879 (ch. 180, 20 Stat. 362; 
U.S. C., title 39, sec. 358), shall be 2 cents. 

(b) Except as provided in paragraph (a) of this section, the rate of postage on 
mail matter of the first class when mailed for local delivery at post offices where 
free delivery by carrier is not established and when the matter is not collect d or 
delivered by rural or star route carriers, shall be 2 cents for each ounce or fraction 
thereof. 

SECOND-CLASS MAIL 


Sec. 2. (a) In the case of publications entered as second-class matter (including 
sample copies to the extent of 10 per centum of the weight of copies mailed to 
subscribers during the calendar vear) when mailed by the publisher thereof from 
the post office of publication and entry or other post office where such entry is 
authorized, or when mailed by news agents (registered as such under regulations 
prescribed by the Postmaster General) to actual subscribers thereto or to other 
news agents for the purpose of sale, the total postage computed at the pound rates 
in effect under existing law and based on the bulk weight of each mailing shall be 
increased by 50 per centum, beginning on the first day of the second quarter 
beginning after the approval of this Act and by an increase of 25 per centum, 
based on the rates now in foree, to take effect each year thereafter over a period 
of two vears: Provided, That publications having over 75 per centum advertising 
in more than one-half of their issues during any twelves months’ period shall not 
be accepted for mailing as second-class matter and their entry shall be revoked. 

(b) The free-in-county mailing privilege and the rates of postage on copies 
of publications of the second class when addressed for delivery within the county 
in which they are published and entered as such shall be the same as authorized 
by existing law: Provided further, That copies of a publication mailed at a post 
office where it is entered, for delivery by letter carriers at a different post office 
within the delivery limits of which the headquarters or general business office of 
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the publisher is located, shall be chargeable with postage at the rate that would 
be applicable if the copies were mailed at the latter office, unless postage charge- 
able at the pound rates from the office of mailing is higher, in which case such 
higher rates shall apply. 

(ec) In no case, except where the free-in-county mailing privilege is applicable, 
shall the postage on each individually addressed copy be less than one-eighth 
of 1 cent. 

(d) The rate of postage on copies of publications having second-class entry 
mailed by others than the publishers or authorized news agents, sample copies 
mailed by the publishers in excess of the 10 per centum allowance entitled to be 
sent at the pound rates, and copies mailed by the publishers to persons who may 
not be included in the required legitimate list of subseribers shall be 2 cents for 
the first two ounces and 1 cent for each additional two ounces or fraction thereof, 
except when the postage at the rates prescribed for fourth-class matter is lower, 
in which ease the latter rates shall apply, computed on each individually addressed 
copy or package of unaddressed copies, and not on the bulk weight of the copies 
and packages. 

THIRD-CLASS MAIL 


Sec. 3. The rate of postage on third-class matter shall be 2 cents for the first 
two ounces or fraction thereof, and 1 cent for each additional ounce or fraction 
thereof up to and including eight ounces in weight, except that the rate of postage 
on books and catalogs of twenty-four pages or more, seeds, cuttings, bulbs, roots, 
scions, and plants not exceeding eight ounces in weight shall be 2 cents for the first 
two ounces or fraction thereof and 1% cents for each additional two ounces or 
fraction thereof: Provided, That under such regulations as the Postmaster General 
may establish for the collection of the lawful revenue and for facilitating the 
handling of such matter in the mails, it shall be lawful to accept for transmission 
in the mails, separately addressed identical pieces of third-class matter in quanti- 
ties of not less than twenty pounds, or of not less than two hundred pieces, subject 
to pound rates of postage applicable to the entire bulk mailed at one time: 
Provided further, That the rate of postage on third-class matter mailed in bulk 
under the foregoing provision shall be 14 cents for each pound or fraction thereof 
with a minimum charge per piece of 2 cents, except that in the ease of books and 
catalogs of 24 pages or more, seeds, cuttings, bulbs, roots, scions, and plants the 
rate shall be 10 cents for each pound or fraction thereof with a minimum charge 
per piece of 2 cents. 

SPECIAL DELIVERY 


Sec. 4. Mail of any class shall be given the most expeditious handling and trans- 
portation practicable and immediate delivery at the office of address when, in 
addition to the regular postage, a special-delivery fee is prepaid thereon by means 
of special-delivery stamps or ordinary postage stamps, or in such other manner 
as the Postmaster General may prescribe, in accordance with the following sched- 
ule: Matter weighing not more than two pounds, if of the first class, 23 cents; 
if of any other class, 35 cents. Matter weighing more than two but not more than 
ten pounds, if of the first class, 35 cents; if of any other class, 45 cents. Matter 
weighing more than ten pounds, if of the first class, 50 cents; if of any other 
class, 60 cents. 

REGISTERED MAIL 


Sec. 5. (a) Mail matter shall be registered on the application of the party 
posting the same. The registry fees, which shall be in addition to the regular 
postage, and the limits of indemnity therefor within the maximum indemnity 
provided by this subsection, shall be as follows: 

For articles having no intrinsic value and for which no indemnity is payable, 
30 cents; 

For registry indemnity not exceeding $5, 40 cents; 

For registry indemnity exceeding $5 but not exceeding $25, 55 cents; 

For registry indemnity exceeding $25 but not exceeding $50, 65 cents; 

For registry indemnity exceeding $50 but not exceeding $75, 75 cents; 

For registry indemnity exceeding $75 but no exceeding $100, 85 cents; 

For registry indemnity exceeding $100 but not exceeding $200, 95 cents; 

For registry indemnity exceeding $200 but. not exceeding $300, $1.05; 

For registry indemnity exceeding $300 but not exceeding $400, $1.15; 

For registry indemnity exceeding $400 but not exceeding $500, $1.25; 

For registry indemnity exceeding $500 but not exceeding $600, $1.35; 
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For registry indemnity exceeding $600 but not exceeding $700, $1.45; 

For registry indemnity exceeding $700 but not exceeding $800, $1.55; 

For registry indemnity exceeding $800 but not exceeding $900, $1.65; 

For registry indemnity exceeding $900 but not exceeding $1,000, $1.75: Provided, 
That for registered mail having a declared value in excess of $25 a registry fee of 
not less than 55 cents shall be paid. 

(b) For registered mail or insured mail treated as registered mail having a 
declared value in excess of the maximum indemnity covered by the registry or 
insurance fee paid there shall be charged additional fees (known as “surcharges’’) 
as follows: When the declared value exceeds the maximum indemnity covered by 
the registry or insurance fee paid by not more than $50, 2 cents; by more than 
$50 but not more than $100, 3 cents; by more than $100 but not more than $200, 
t cents; by more than $200 but not more than $400, 6 cents; by more than $400 but 
not more than $600, 7 cents; by more than $600 but not more than $800, 8 cents; 
by more than $800 but less than $1,000, 10 cents; and if the excess of the declared 
value over the maximum indemnity covered by the registry or insurance fee paid 
is $1,000 or more, the additional fees for each $1,000 or part of $1,000 on articles 
destined to points within the several zones applicable to fourth-class matter shall 
he as follows: 

For local delivery or for delivery within the first zone, 12 cents; 

For delivery within the second zone, 14 cents; 

For delivery within the third zone, 16 cents; 

For delivery within the fourth zone, 17 cents: 

For delivery within the fifth or sixth zones, 18 cents; 

For delivery within the seventh or eighth zones, 19 cents: Provided, That for 
registered mail or insured mail treated as registered mail of such kind or character 
that it may be carried at less than the maximum risk of loss in the mails, the 
Postmaster General may prescribe rules for determining upon what part of the 
declared value in excess of the maximum indemnity covered by the registry or 
insuran ce fee paid the additional fees shall be based. 


RETURN RECEIPTS FOR REGISTERED MAIL 


Sec. 6. Whenever the sender of any registered mail shall so request, and upon 
payment of a fee of 7 cents at the time of mailing or of 15 cents subsequent to the 
time of mailing, a receipt shall be obtained for such registered mail, showing to 
whom and when the same was delivered, which receipt shall be returned to the 
sender, and be received in the courts as prima facie evidence of such delivery: 
Provided, That upon payment of the additional sum of 24 cents at the time of 
mailing of any such registered mail, a receipt shall be obtained for such registered 
mail, showing to whom, when, and the address where the same was delivered, 
which receipt shall be returned to the sender, and be received in the courts as 
prima facie evidence of such delivery: Provided further, That no refund shall be 
made of fees paid for return receipts for registered mail where the failure to furnish 
the sender a return receipt or the equivalent is not due to the fault of the postal 
service, 

FEES FOR INSURED MAITI 


Sec. 7. The fees for insuranee, which shall be in addition to the regular postage, 
and the limits of indemnity therefor within the maximum indemnity provided by 
this section, shall be as follows: 5 cents for indemnification not exceeding $5; 
10 cents for indemnification exceeding 35 but not exceeding $10; 15 cents for in- 
demnification exceeding $10 but not exceeding $25; 20 cents for indemnification 
exceeding $25 but not exceeding $50: 30 cents for indemnification exceeding $50 
but not exceeding $100; 35 cents for indemnification exceeding $100 but not ex- 
ceeding $200. 

RETURN RECEIPTS FOR INSURED MAIL 


Sec. 8. Whenever the sender of an insured article of mail on which other than 
the minimum fee was paid shal! so request, and upon payment of a fee of 7 cents 
at the time of mailing or of 15 cents subsequent to the time of mailing, a receipt 
shall be obtained for such insured mail, showing to whom and when the same was 
delivered, which receipt shall be returned to the sender, and be received in the 
courts as prima facie evidence of such delivery: Provided, That upon payment of 
the additiona! sum of 24 cents at the time of mailing of any insured article of mail 
on which other than the minimum fee was paid, a receipt shall be obtained for 
such insured mail, showing to whom, when, and the address where the same was 
delivered, which receipt shall be returned to the sender, and be received in the 
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courts as prima facie evidence of such delivery: Provided further, That no refund 
shall be made of fees paid for return receipts for insured mail where the failure to 
furnish the sender a return receipt or the equivalent is not due to the fault of the 
postal service. 

FEES FOR COLLECT-ON-DELIVERY MAIL 


Sec. 9. The fees for colleet-on-delivery service for sealed domestic mail matter 
of any class bearing postage at the first-class rate and for domestic third- and 
fourth-class mail matter shall, in addition to the regular postage and any other 
required fees, be as follows: 30 cents for collections and indemnity not exceeding 
$5; 40 cents for collections and indemnity exceeding $5 but not exceeding $10; 
60 cents for collections and indemnity exceeding $10 but not exceeding $25; 70 
cents for collections and indemnity exceeding $25 but not exceeding $50; 80 cents 
for collections and indemnity exceeding $50 but not exceeding $100; 90 cents for 
collections and indemnity exceeding $100 but not exceeding $150; $1.00 for collec- 
tions and indemnity exceeding $150 but not exceeding $200. 


REGISTERED COLLECT-ON-DELIVERY MAIL 


Sec. 10. (a) The fee for collect-on-delivery service for registered sealed domestic 
mail of any class bearing postage at the first-class rate shall, in addition to the 
regular postage and any other required fees, be 80 cents for collections and indem- 
nity not exceeding $10; $1.10 for collections and indemnity exceeding $10 but not 
exceeding $50; $1.20 for collections and indemnity exceeding $50 but not exceeding 
$100; $1.40 for collections and indemnity exceeding $100 but not exeeeding $200. 
The maximum amount of charges collectible on any registered seaied domestic 
collect-on-delivery article shall be $200. 

(b) When indemnity in excess of $200 is desired, the fee for such registered 
sealed domestic collect-on-delivery mail shall, in addition to the regular postage 
and any other required fees, be $1.50 for indemnity exceeding $200 but not exceed- 
ing $300; $1.60 for indemnity exceeding $300, but not exceeding $400; $1.70 for 
indemnity exceeding $400 but not exceeding $500; $1.80 for indemnity exceeding 
$500 but not exceeding $600; $1.90 for indemnity exceeding $600 but not exceed- 
ing $700; $2.00 for indemnity exceeding $700 but not exceeding $800; $2.10 for 
indemnity exceeding $800 but not exceeding $1,000. 

Sec. 11. (a) The Postmaster General is authorized to prescribe by regulation 
from time to time the fees which shall be charged by the postal service— 

(1) for the registry of mail matter; 

(2) for the insurance of mail matter, or other indemnification of senders 
thereof for articles damaged or lost; 

(3) for securing a signed receipt upon the delivery of registered or insured 
mail matter and returning such receipt to sender; 

(4) for collect-on-delivery service; 

(5) for special-delivery service; 

(6) for special-handling service; 

(7) for the issuance of money orders; 

(8) for notice to publishers of undeliverable second-class mail, for notice of 
change of address, and for notice of addressee or sender of undeliverable third- 
or fourth-class matter, or of undeliverable second-class matter mailed at the 
transient rate. 

(b) Regulations issued by the Postmaster General under subsection (a) shall, 
to the extent prescribed therein, supersede existing laws, regulations, and orders 
governing the fees for the services covered thereby. 

Sec. 12. All existing laws or portions thereof, inconsistent or in conflict with 
this Act, are hereby amended or repealed. 

Sec. 13. This Act shall take effect on the first day of the third calendar month 
following the calendar month in which it is enacted, except the rates herein pro- 
vided for second-class mail shall take effect on the first day of the second quarter 
beginning after the approval of this Act. 


The CHarrMAN. These rates were recommended to the Congress 
by the Postmaster General following a message by the President 
calling attention to the growing postal deficit and recommending 
postal rate increases which would eliminate the postal deficit, except 
for approximately $160,000,000, which is the amount estimated to 
cover the cost of penalty mail, air-mail subsidies, and other items of 
free service. 
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The last postal rate increases took effect January 1, 1949, 
pursuant to Public Law 900 of the Ejightieth Congress. These 
increases, based on present-day volime, amount to approximately 
$150,000,000 annually. The increases contained in Public Law 900 
were on air mail, the pound rate on third-class mail, fourth-class mail, 
and special services. Prior to this law only minor changes in postal 
rates had been made for the previous 10 years. 

Last year the House approved a rate-increase bill which would have 
increased postal revenue by approximately $130,000,000. We held 
extensive hearings, copies of the testimony have been made available 
to each member of the committee, and consists of more than 1,100 
pages of testimony. This bill passed the House but no action was 
taken on it in the other body. 

Since the rates proposed in H. R. 2982 are similar in many respects 
to the bill the House approved last year, it is hoped that the various 
organizations and large users of the mail who are interested in present- 
ing their views with regard to this legislation will, insofar as possible, 
act through their trade associations and that those who do testify will 
observe the Legislative Reorganization Act which provides that the 
full text of their statements will be inserted in the record, but that 
witnesses will high light the principal portions of their prepared state- 
ments and be available for questioning. 

Increased rates are provided in H. R. 2982 on post and postal cards, 
on second-class mail, and the minimum charge for bulk mailings of 
third-class mail; also on the special services with the exception of 
money orders. 

In recent years, as I have said, there has been only the one major 
postal-rate increase. This amounts to $150,000,000. Meanwhile, 
the Post Office Department has been faced with nearly a billion dollars 
in salary and transportation increases since 1945. Postal employees 
have received four salary increases since July 1, 1945, and these in- 
creases Were deserving, amounting to approximately $800,000,000. 
The cost of transporting the mail by railway and air has risen by about 
$175,000,000. There has been a corresponding increase in the cost 
of rentals, equipment, supplies, and other operating expenses. Con- 
gress is being pressed today for additional increases for postal em- 
ployees, and for each $100 in annual increases per employee, there is 
an annual increased cost to the postal service of $50,000,000. 

It is clear that postal rates have not begun to keep pace with rising 
costs and particularly in the categories of mail which are receiving 
the increases in this bill since there have been no increases in these 
rates for many, many years. 

It is not a very pleasant duty to consider legislation increasing 
postal rates or taxes. Yet the members of this committee and of the 
Congress are faced with both proposals this year. Our very critical 
national defense situation requiring billions of dollars for our Armed 
Forces is going to call for much heavier taxes or deficit spending. 
While we increase the tax burdens of the people through income and 
excise or other direct taxes, we must insist that the people who use 
the mails for profit in classes of mail causing the huge deficit, pay a 
little more of the cost. 

I want to say to you that the Post Office Department, in my judg- 
ment, is the most efficient Government Department we have. The 
Postmaster General is not only an efficient and courageous Postmaster 
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General, but he has had a world of experience, spending more than 
40 years in the postal service. He has a fine staff of Assistant Post- 
masters General and others who help him to carry on this vast Gov- 
ernment business enterprise. 

This committee is faced with a very serious responsibility and we 
must face it with courage, fortitude, and fair play. 

We have with us our able Postmaster General, the Honorable 
Jesse M. Donaldson, and I am going to call on him to present his 
views on H. R. 2982. 

Mr. Wirnrow. Mr. Chairman, I have a telegram here, and I do not 
want to interrupt, but I do believe we should have some assurance 
with regard to procedure. I have a telegram that I received this 
morning from the president of the Wisconsin Press Association. The 
telegram reads as follows: 

Request additional time beyond March 14 for Wisconsin newspapermen to 
present views on H, R. 2982. 

The CuarrMan. If you will turn the telegram over to Mr. Belen of 
our staff, the date for the appearance of the parties concerned will be 
arranged satisfactory to them. 

Mr. Wirurow. Of course, this applies to quite a few. I think we 
ought to have assurance that these gentlemen will have the necessary 
time that they need to prepare and will also have adequate oppor- 
tunity to be heard before this committee. We must bear in mind the 
fact that this bill, H. R. 2982, was introduced February 28 of this 
year, and they just have not had sufficient time to get their material 
ready to make an intelligent presentation to this committee. I do not 
know who set this date of March 14. I did not know anything about 
it. I presume that these gentlemen back there in Wisconsin just 
received the bill. 

The CuarrMan. I will state for the information of the gentleman 
that the date, March 14, was set as the beginning date for all witnesses 
who were interested to appear, and for the recipients of the notice to 
notify the committee when, after that date, it would suit them to 
appear. 

Now, the gentleman was on the committee last year. He knows 
that we gave everyone a full opportunity to appear, and we will do it 
again this year. 

Mr. Wirnrow. That is the assurance that I would like to get, 
because I want to reply to this gentleman who is a very fine man. He 
really is sincere about having proper rates. I do want them to have 
an opportunity. 

The Cuairman. Anything that is satisfactory to the gentleman 
will be arranged. 

Mr. Hacen. Mr. Chairman, is that the date of the hearings for 
the poeple outside of the Department? 

The CuarrmMan. That is correct. 

Mr. Hacen. When is the Easter recess? 

The CuatrMan. We do not know if there will be an Easter recess. 
If there is one, it will not start until Thursday before Easter, which is 
March 22. 

Mr. Hacen. Thank you. 

The Cuarrman. You may proceed, Mr. Postmaster General. 
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STATEMENT OF HON. JESSE M. DONALDSON, POSTMASTER 
GENERAL, ACCOMPANIED BY NELSON WENTZEL, DEPUTY 
ASSISTANT POSTMASTER GENERAL 


Mr. Donaupson. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear before this committee to discuss the fiscal 
condition of the Post Office Department. I feel that it is not only my 
duty but a responsibility for me to again call the attention of the 
members of this committee to the pressing need for legislative action 
providing for a comprehensive and substantial upward revision of 
postage rates and fees. 

In doing this I feel that it will be helpful to the members of the 
committee to discuss generally and briefly some of the more serious 
problems confronting the postal service. 

The postal service has had a phenomenal growth, especially during 
the last 8 years. It has become a complex enterprise serving an ever- 
increasing population. During the first full vear under the Constitu- 
tion, when the revenue was approximately $38,000, it served less than 
4,000,000 people. Today we are serving more than 152,000,000 
people with postal revenues of approximately $1,773 million, and it is 
estimated that our receipts for the fiscal year 1952 will exceed 
$1,800 million. 

The 1950 census of population indicates more than half the popu- 
lation of continental United States was living in a standard metro- 
politan area on April 1, 1950. A standard metropolitan area con- 
tained at least one city of 50,000 or more in 1950 and each city of this 
size is included in one of the standard metropolitan areas. The 
population enumerated as residents of the 168 standard metropolitan 
areas in continental United States totals 83,929,863. The population 
growth in the United States during the last 10 years was very largely 
growth within these metropolitan areas. More than four-fifths of 
the additional population increase took place within these areas. The 
population of these areas increased 21.2 percent and on the whole the 
communities on the outskirts of large cities of the United States grew 
more rapidly than did the central cities themselves or the remainder 
of the country. The percentage of increase in the outlying parts 
was 34.7 percent. These facts are mentioned merely to indicate that 
the great population increase has been in those areas where the opera- 
tion of the postal service 1s more costly. 

The postal receipts in 1940 were approximately $767 million and 
this year they will approximate $1,773 million, an inerease of more 
than $1 billion. 

The increase in both volume and revenue was beyond our most 
optimistic expectations. The increase in volume has been much 
greater than the increase in revenues because a great percentage of 
the increased volume has been in the classes of low-revenue producing 
mail. 

The postal service today is beset with paramount problems, more 
so than at any time during my connection with the service. They 
are not insurmountable but they do make the management of the 
postal service more difficult. Our problems result from growing 
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pains. While there has been a great increase in mail volume during 
the past 10 years, there has also been a tremendous increase in oper- 
ating costs over which we in the Department have little or no control 
for the reason that rates charged the public for services performed 
have not kept pace with wages and other costs. 

There is a great deficiency in working space in Federal buildings in 
hundreds of the larger cities and in the railroad terminals. The 
transportation of the mail by railroads has been adversely affected 
by the withdrawal of trains from many branch lines as well as some 
from main lines. This has slowed up the handling and the trans- 
portation of mail. Since the early 1930’s the number of railway- 
post-office trains upon which service was authorized has been reduced 
from 4,815 trains to 2,620 trains in 1950, a reduction of 45.50 percent. 

The number of closed-pouch trains in which mail was carried has 
been reduced from 14,589 trains to 4,174 trains in 1950, a reduction 
of 71.38 percent. This seriously affects transportation by the limita- 
tion in the number of trains providing a postal transportation service, 
a disruption in connections at junction points, and in many instances 
changes the time of receipt and dispatch of mail from individual post 
offices. This results in complaints of delay in the transportation and 
delivery of mail. It has made it necessary for the Department to 
establish star routes and highway post offices within the limitation of 
appropriated funds. 

The Post Office Department, like all other Government agencies, 
operates under appropriations allowed by the Congress. Congress 
actually fixes the amounts that may be expended for postal purposes. 
This Department, being a revenue-producing agency, is authorized 
by law to pay its expenses from its revenues and when the revenues 
are not sufficient to meet the expenses, Congress authorizes the with- 
drawal of the necessary money from the general funds of the Treasury. 
The funds thus withdrawn from the Treasury are secured from general 
taxation and this amount of expenditures over and above receipts 
becomes’ the postal deficit. 

The operating postal deficit for the fiscal vear 1950 will approximate 
$590 million; for the fiscal year 1951 it is estimated at $512 million; and 
for the fiscal vear 1952 the estimated deficit will be $421 million, which 
makes no allowance in the estimates for possible future increases in 
mail-transportation rates which may result from regulatory proceed- 
ings now pending before the Interstate Commerce Commission and 
the Civil Aeronautics Board. 

The size of the deficit has increased every year since the close of the 
fiscal year 1945. During the past 5 years the cost of operating the 
postal service has been greatly increased as the result of well merited 
employees pay raises and transportation rate increases. The salary 
increases effective July 1, 1945, January 1, 1946, July 1, 1948, and 
November 1, 1949, have added approximately $800,000,000 in cost on 
an annual basis. The additional cost for transporting mail since 
July 1, 1945, approximates $175 million on an annual basis. The 
rentals on buildings occupied by post offices and stations thereof and 
the cost of equipment and supplies, including trucks, have greatly 
increased. Therefore, the present annual additional cost of operating 
the postal service is approximately $1 billion more now than the cost 
of operation in 1945. The annual postal receipts did not reach a 
billion dollars prior to the fiscal year 1944. The additional cost of 
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operating the postal service today is more than the entire postal 
receipts were in the fiscal vear 1943. 

The deficit should not be eliminated completely, and I have never 
recommended this be done. Some postal costs are incurred to carry 
mail sent on official business by the legislative, executive, and judicial 
branches of the Government. The airline subsidies—the amount 
paid to the airlines over and above the reasonable cost for performing 
this service plus a reasonable profit—are also charged to the Post 
Office Department. These and a few other so-called nonpostal items 
amount to about $160 million on an annual basis, and these costs are 
incurred for general purposes of the Federal Government. Such 
costs should not be passed on to the users of the mail in higher postage 
rates. There is authority of law for the Department to itemize the 
total of these nonpostal items which provides for a bookkeeping 
deficit of less than the actual cash deficit, the difference being about 
$160 million. Therefore, the deficit for 1952 properly chargeable to 
the users of the mail is estimated at $361 million. This deficit is 
incurred in the course of providing postal service to the users of the 
mail other than ithe Federal Government or subsidies to airlines. 
The President has pointed out that there is no good reason for taxing 
our people to pay these costs and that postal rates should be raised 
enough to cover them. The President has also emphatically pointed 
out in his message on the Federal budget that such a large deficit is 
not only unsound but especially untimely now while the Government 
must bear such extremely heavy defense expenditures. 

The situation is all the more illogical and inequitable in that more 
than two-thirds of the deficit is attributable to the continuation of 
unreasonably low postage rates for almost one-half of the 46 billion 
pieces of mail handled per year. Some of these rates have been in 
effect for 50 years or longer. They are greatly out of line wth the 
present price conditions and should be greatly increased. 

The postal service is the greatest communications system in the 
Nation and can be likened to other communications systems or utill- 
ties. All other communications systems privately owned have in- 
creased their rates in recent years, such as the telephone, and the 
telegraph systems. All transportation systems have increased rates. 
Streetcar fares, bus fares, railroad passenger fares, ete., have been 
greatly increased since the close of World War Il. The users of the 
classes of low-revenue-producing mail have increased the prices of 
the things they bave to sell to the public by from 100 to 300 percent. 

Because of the enormous annual increase in the cost of operating 
the postal service over which we in the Department have little or no 
control and the failure to provide adequate rates, a most unhealthy 
situation has been created for the postal service and it has resulted 
in the adoption of alternatives which, although designed to narrow 
the gap between revenues and expenditures, have not only failed to 
do so materially but have proven to be impracticable and unwise. 
Such alternatives have necessitated curtailments and made it increas- 
ingly difficult to maintain the standard of service to which the public 
has become accustomed, 

As I have already indicated, almost one half of all mail carried is 
handled at rates which do not pay the cost of the service. And in this 
connection I want to emphasize the fact that the major portion of this 
subsidized mail consists of advertising matter in one form or another, 
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including the advertising portion of newspapers and other periodical 
publications, circulars, catalogs, postal and post cards bearing adver- 
tisements, samples, novelties, badges, and so on. Recent statements 
in the press boast that the expenditures for all forms of advertising in 
this country exceed $5,680 million last vear. Although no accurate 
figures are available as to how much of this sum was spent for adver- 
tising carried in the mails, it is believed that it amounted to around 
one-third of the total, or approximately $2 billion and it is estimated 
that the loss on that portion of this large volume of advertising matter 
which was mailed at the low rates of postage amounted to more than 
$230 million. 

In my letter of February 28, 1951, submitting to the Congress 
renewed recommendations for postal rate increases, which recom- 
mendations I understand are embodied in the bill now under con- 
sideration by your committee, | referred to the fact that the rate bills 
considered by the first and second sessions of the last Congress failed 
to pass, and that under a provision of the supplemental appropriation 
act it was necessary for me to seek the consent of the Interstate Com- 
merece Commission to such increases in the rates for fourth class or 
parcel post mail as will make this service pay its way, which action 
has been taken by me and the case is now before the Commission. 
Under the circumstances my current recommendations do not include 
any for readjustment of the parcel-post rates. If, as is hoped, the 
Interstate Commerce Commission will consent to the proposed in- 
creases in those rates, it is estimated they will produce $105 million 
additional revenue. 

The increases in the rates for other classes of mail and special 
services, as explained in my letter of February 28, 1951, should raise 
approximately $166,320,000 additional revenue, including $2,586,000 
which it is estimated will result from inereasing the charges for 
notices furnished senders or addressees of mail of the second, third 
and fourth classes which is undeliverable as addressed and for fur- 
nishing certificates of mailing. Pursuant to authority granted by 
law it is my purpose to increase the fees for these notices and certifi- 
cates in the near future since there is a considerable loss in giving 
these services for the present fees. 

The combined estimated total additional revenue from all these 
sources, plus the amount to be realized from the increased parcel 
post rates ($166,320,000 plus $105,000,000) is $271,320,000. Deduct- 
ing this sum from the estimated deficit for the fiscal year 1952 ($521,- 
374,000) leaves $250,054,000 as the cash deficit. However, approxi- 
mately $160,000,000 of the $250,054,000 represents the costs of 
oflicial, penalty, franked and other free mail, air mail subsidies and 
nonpostal items not properly chargeable to the users of the several 
classes of mail and special services. This amount ($160,000,000) 
should therefore be deducted from the money deficit and on such 
basis the real deficit would be only $90,054,000. 

We are constantly working to improve the efficiency of postal 
operations. The Department has been reorganized under the Reor- 
ganization Plan No. 3 and all of the Bureaus have been organized 
along functional lines. 

The President appointed the seven members of the advisory board 
and previous to the first meeting one of the members died. The first 
meeting of the board was held on January 17, 1951, with four members 
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present and I feel that the board got off to a very good start. The 
next meeting is scheduled for April 9, 1951, and I feel that the members 
of this advisory board will be most helpful to the Department. 

The operation of 93 Federal buildings was transferred to the 
General Services Administration on July 1, 1950, in accordance with 
the provisions of Reorganization Plan No. 18. In this connection 
$14,478,000 of funds appropriated to the Post Office Department to 
operate these buildings was transferred with the functions. Here- 
after these costs will not be charged to the postal service, 

A new money order system which consolidates the present money 
order and postal note procedures has been devised and will be made 
effective July 1, 1951. The plans and procedures for installation are 
being developed according to a definite schedule, and dead lines are 
set for each phase of the general plan. Cooperating with the Depart- 
ment are representatives of the General Accounting Office, the 
Treasury Department, Federal Reserve banks and commercia 
bankers. While reduction in money order unit costs are expected 
from the new money order system, experience under the new pro- 
cedures will determine the extent of such reductions and | cannot 
state at this time what savings will be accomplished or how soon they 
will occur. There will be little or no savings during the first year, 
Through the consolidation of the money order and the postal note, 
it is beheved that after the first vear savings in the operation of this 
system will be almost equal to the losses now being sustained and, 
therefore, | have made no recommendation for increasing the fees on 
money orders. If the Congress authorizes the Postmaster General to 
fix fees on these special service transactions sufficient to pay the cost 
thereof, then the fees on the money order can be adjusted adminis- 
tratively upward if the new system does not eliminate the excess 


} 
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expenditures over revenues. 

Public Law 712 was approved August 17, 1950, and became effective 
on November 15, 1950. While the law permitted the President 
through an Executive order to postpone the application of any or all 
provisions of the act for a period not to exceed 2 vears, it was my desire 
to assume the new responsibilities and to achieve the iunprovements 
contemplated yy the act as soon as possible. In view of this [ reached 
an agreement with the Comptroller General to transfer the functions, 
personnel, records, equipment, and the amounts appropriated for the 
Postal Accounts Division at Asheville for 1951 to the Post Office 
Department immediately upon the effective date of the act. 

Giving priority to the new money order svstem which must be 
installed by July 1, 1951, we are studving changes in procedures and 
operations which will improve the accounting svstem and reduce unit 
costs. Plans have been completed which will decentralize the account- 
ing and administrative audit functions to 12 regional offices. We are 
now arranging for space, equipment, and the transfer of personne! to 
these offices. We are also considering transferring to the field servic: 
certain payments which are now being made in the Department. 

The additional cost to the Post Office Department in assuming 
these functions formerly performed by the General Accounting Office 
will add about $3,000,000 to the cost of the Post Office Department 
and probably reduce the cost in the operation of the General Account- 
ing Office bv a like amount. 


SO] 1 
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The research staff is being recruited and most of the positions have 
been filled. We are attempting to fill the existing vacancies with 
qualified personnel from various fields who have other than postal 
experience. This should give a fresh viewpoint to the many postal 
problems which I know is the desire of this committee. 

We had available during 1950 the sum of $750,000 for mechanical 
devices to improve the service. Practically all was obligated and 
preliminary data obtained from the field indicate that eventually 
some savings will be realized. 

Some services have been cut down or eliminated but the savings to 
be effected through all of the improvements that can be made and 
will be made will not be large and will not even make a dent in the 
large annual deficit. It is not possible that any increase in efficiency 
could absorb any large amount of the extremely large cost increases 
that have taken place. In spite of the increased productivity per 
man-hour since 1945, the average cost of each postal transaction has 
increased by nearly 60 percent. During the same period the average 
revenue from each transaction has increased by only 5's percent. 

If the anticipated revenues and savings referred to are realized, 
the postal finances should be on a much sounder and more businesslike 
basis within the next 2 years, provided, of course, there are no large 
or abnormal increases in our expenditures during the same period. 
[It cannot be overlooked that as the result of deserved salary increases 
and other readjustments affecting postal personnel under legislation 
enacted by Congress in the last few years, as well as due to higher 
transportation charges and other increases in operating expenses 
beyond the control of the Department, it has not been possible to 
bring the annual deficit below the half billion dollar amount. These 
additional costs have more than offset the revenue derived from the 
moderate increases in postage rates and fees provided by the act of 
July 3, 1948, which became effective on January 1, 1949. Many 
measures have already been introduced in the present Congress which, 
if enacted into law, would greatly increase the postal expenditures and 
necessitate further substantial hikes in postal rates over and above 
those now proposed in order to provide revenues adequate to main- 
tain proper relationship between postal income and expenses. 

Postal cards and private mailing (post) cards. I am again recom- 
mending that the rates for these cards be increased from 1 cent to 2 
cents each. The Government postal card was first authorized in 
1872 and except for a period of less than 2 vears from 1917 to 1919 
when the rate was 2 cents, the 1 cent rate has been and now is in effect. 
The postage rate on post cards was also increased to 2 cents during 
the period mentioned and from April 15, 1925, until July 1, 1928, the 
2 cent rate again applied to such cards. Since the latter date the 
cent rate has been in effect. 

The Government postal card is the biggest bargain in the postal 
service and its use is still increasing. Currently they are being used 
at the rate of nearly 4 billion a vear. The use of private mailing of 
post cards is likewise increasing and the combined total number of 
—— and post cards now being used is around 4%5 billion a year. 
The Government postal cards are printed by the Government Printing 
Office for the Post Office Department at a charge of 67 cents per 1,000 
cards. The Department is having difficulty in maintaining in stock 
the quantity needed to supply the demand, due to de ‘lay experienced 
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by the Government Printing Office in obtaining the paper from which 
to manufacture and print the cards. 

Beeause of the increased costs in handling mail and operating the 
postal service there is a loss of 1{o cents on each postal and post card, 
the total loss on these cards amounting to considerably more than 
$70,000,000 on an annual basis. There is no justification for the 
continuation of the l-cent rate for postal and post cards in the face of 
this tremendous loss, particularly since more than 90 percent of the 
cards are used for advertising and commercial purposes. 

Drop letters: I am also renewing the recommendation heretofore 
made that the rate on what is known as drop letters be increased from 
| cent an ounce to 2 cents an ounce. Drop letters are those deposited 
for mailing and addressed for local delivery through the post office 
boxes or general delivery window at offices which do not have city letter 
carrier service. Although it is estimated that the additional revenue 
which may be produced by this increase would amount to only about 
$1,375,000 a year, this first-class rate should be raised so that it will not 
be lower than the rate for postal or post cards nor less than the 
minimum rate for circulars and other third-class matter as recom- 
mended in the proposals now before this committee. 

The mailing of newspapers and other periodical publications by 
publishers at the low pound rates of postage or free of any postage 
within the country where published and entered as second-class matter 
aggregated 2,226,535,000 pounds in the fiscal year 1950, on which 
$40,119,000 postage was paid. These mailings consisted of approx- 
imately 6,900,000,000 pieces and constituted 19.26 percent of the total 
weight and 15.45 percent of the total number of pieces of all mail. On 
the other hand this large volume of mail provided only 2.45 percent 
of the total revenue from all mail. Second-class matter is handled ata 
loss of approximately $200,000,000 annually and is responsible for a 
larger portion of the postal deficit than any other class. 

There is no sound reason why this class of mail should continue to 
enjoy such a tremendous subsidy, which must be met by the with- 
drawal from the United States Treasury of funds raised by general 
taxation. It is particularly unjustified in the face of constantly rising 
postal costs and the facet that except for a minor temporary raise 
effective from July 6, 1932, to June 30, 1934, there has been no general 
increase in the postage rates for newspapers and other publications of 
the second elass since July 1, 1921, and the rates then established were 
substantially reduced by the act of May 29, 1928, which rates are 
the ones in effect now and which have been in effect exce ata for the 
comparatively short time just mentioned, namely, from July 6, 1932 
until June 30, 1934. 

It should be borne in mind that a very large portion of the contents 
of newspapers, Magazines, industrial, trade, and other periodicals of 
wide circulation consists of advertising matter, many publications 
having more than 50 percent of their pages devoted to advertising. 
In fact, current reports appearing in the press show that these publica- 
tions carried more advertising in 1950 than in any previous year, and 
there is every indication that the publishing industry as a whole is 
enjoying the most prosperous period in its history. There should be 
no question that it is high time that the postage rates for second-class 
matter be substantially increased and that this class of mail should be 
required to pay a more reasonable and equitable part of its cost. 
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Publishers in general have met other rising costs in their business by 
increasing their subscription and advertising rates. They should be 
able to pay more for the service they get from the Post Office Depart- 
ment, service which is not only indispensible but in many respects 
special and preferential. 

| feel most strongly that there should be an increase in the rates 
for all publications of the second class and that no preferences or 
special consideration should be given to any publications or groups 
of publications other than as covered by existing law. Accordingly, 
I am recommending that the postage chargeable at the present rates 
on all publications of the second class be increased 100 percent over 
a period of 3 years, beginning with an increase of 50 percent the first 
year and 25 percent in each of the following 2 years. On the basis 
of the present volume of this class of mail such a graduated increase 
would amount to $40,000,000 annually after the 3-year period. This 
is truly a modest amount considering the fact that there would still 
be a subsidy of $160,000,000 a vear for this class of mail. 

Third class mail. This class of mail embraces circulars, miscella- 
neous printed matter, books, catalogs, seeds, cuttings, bulbs, plants, 
and merchandise or other articles within ‘he preseribed weight limit 
for third class matter, which is 8 ounces. Approximately 10 billion 
pieces of this class of matter are mailed annually, most of it being in 
the form of advertising matter and over 70 percent of which is mailed 
at the special bulk rates with a minimum charge of 1 cent per piece 
applying to the greater portion. 

The Department’s cost ascertainment shows that third-class matter 
is handled at a loss of $125,000,000 a year notwithstanding the 
increase in some of the rates thereon which became effective on 
January 1, 1949, under the act of July 3, 1948. Most of this loss 
results from the continuance of the 1 cent minimum rate. Because 
of the great increase in the cost of handling, transporting and delivering 
the mails it is impossible to perform this service for only lecenta piece. 
This low rate should therefore be eliminated and | am again recom- 
mending such action to this committee. 

Under the proposal now before the committee the minimum rate 
for all third-class matter will be 2 cents per piece. ‘To accomplish 
this | am recommending that the so-called regular rate for catalogs, 
books, seeds, plants, and so forth, which is now 1% cents for each 2 
ounces up to 8 ounces be increased one half cent on the first 2 ounces 
when such matter is mailed individually and not under the bulk 
mailing procedure, so that the minimum charge in all cases will be 
not less than 2 cents per piece. However, | am not proposing any 
increase in the present rate of 1}; cents for each 2 ounces for the addi- 
tional weights over 2 ounces up to 8 ounces, thus continuing to some 
extent the preference which catalogs, books, seeds, and so forth, have 
long enjoyed. 

Under the proposals before you, the pound rates of 14 cents and 
10 cents, respectively, for bulk mailings of the two subclasses of 
third-class mail would not be affected nor do such proposals contem- 
plate the continuation of the $10 annual bulk-mailing fee. It is 
estimated that the increases recommended in the third-class rates 
will produce approximately $65,000,000 additional revenue and cop- 
sequently reduce the loss on third-class matter by one-half. 
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Fourth-class mail: My recommendations to the Congress for 
postal-rate revision do not include any recommendations with respect 
to fourth-class or parcel-post mail, since pursuant to the direction of 
Congress embodied in the act of September 27, 1950, Public Law 843, 
making supplemental appropriations for the fiscal year ending June 
30, 1951, I have requested the consent of the Interstate Commerce 
Commission to the establishment of rate increases on fourth-class 
mail designed to produce $105,000,000 on an annual basis, which 
amount, it is estimated, will be necessary to assure the receipt of 
revenue from the parcel-post service sufficient to pay its cost. The 
Interstate Commerce Commission has held extensive hearings on my 
request, and the proceeding is now pending before the Commission. 

It is my understanding that it is the feeling of Congress that the 
charges for special services performed by the Department should be 
sufficient to pay their cost. These special services are registered mail, 
insured and ec. o. d. mail, and special-delivery mail. Based on the 
current costs of performing these special services, it is estimated that 
the combined expenditures chargeable thereto are exceeding the 
revenues by approximately $29,000,000 a year. I am _ therefore 
recommending increases in the fees for these services designed to 
make them practically self-supporting. 

I am including in my recommendations for legislation a provision 
which would authorize the Postmaster General to readjust the charges 
for the several special services which, if adopted, would permit such 
readjustment from time to time as the need or desirability becomes 
apparent. It was my understanding that this feature was in accord- 
ance with the desire of this committee, and such provision was included 
in the bill that passed the House last year. 

In view of all the circumstances, it is highly important and most 
urgently essential that prompt action be taken by the Congress to 
correct the inequitable, unsound financial situation confronting the 
postal service, through no fault of its own, but which is due to failure 
to increase the postal rates along with the rising costs of operating 
the service as the result of legislation and action taken by govern- 
mental regulatory bodies. 

This can be accomplished only by a substantial, realistic upward 
revision of postage rates and fees, and I am, therefore, strongly urging 
such action. It is not contemplated that the postal rates shall be 
increased to such extent that the deficit will be eliminated entirely. 
As stated by the President in his message, this is a time of emergency, 
when we must raise taxes on everyone to meet the heavy costs of 
stronger military defenses, and now, more than ever, it is wrong to 
ask the taxpayer to bear the cost which should be borne by the users 
of the mail service. The rates recommended will not reduce the book- 
keeping deficit to the proper level indicated in the President’s budget 
message. In view of the possibility of higher transportation rates and 
other cost increases, it is quite possible that further recommendations 
for further rate increases may be necessary. 1 mention this because 
there are now pending in this Congress numerous bills affecting the 
postal service, and if all such bills were enacted the cost of operat- 
ing the postal service would be further increased by more than 
$1,000,000,000, on an annual basis. 

It must be remembered that approximately 96 percent of all costs 
of operation are for wages and expenses incident to the transportation 
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of the mail. About 74 cents out of each dollar spent goes for salaries 
and wages and about 22 cents out of each dollar is fortransportation 
costs. The Department has little or no control over either of these 
costs. 

I sincerely hope that prompt action can be taken on this suggested 
legislation. 

The CHatrmMan. Mr. Postmaster General, that is a very compre- 
hensive and splendid statement. 

I call on members who have questions to ask the Postmaster General, 
alternating first on my left and then the right. I take first Mr. Miller 
of California. 

Mr. Mituer. I have no questions at this time. 

The CuairMan. Mr. Rees. 

Mr. Rees. Mr. Postmaster General, your statement is quite similar 
to one you delivered before this committee at least twice before. 

Mr. Donatpson. Brought up to date, and I have pointed out in the 
statement many things done by the Post Office Department in trying 
to save money, and to accelerate service. 

Mr. Rees. That is correct. Now, you call attention to the in- 
creased costs that have come about in the Post Office Department. 
Among them are the increased cost of salaries to employees, trans- 
portation costs, rentals. About what share of this increased cost, 
on a percentage basis, is because of increased salaries, say since 1948, 
when we passed the last act, with respect to increased postal rates. 

Mr. Donautpson. The total increased cost to the Post Office De- 
partment—that is, the additional cost since July 1, 1945—has been 
about $1,116,000,000. Of that amount, approximately $800,000,000 
is for increased salaries, and $175,000,000 for increased transportation 
costs. Then the remainder of it is in rentals for post offices and sta- 
tions of post offices, trucks, equipment, and supplies. 

Mr. Ress. In other words, about $1,100,000,000 is because of 
increased costs. 

Mr. Donaxpson. That is right. 

Mr. Rees. There has been an increase in employment requiring 
more people to carry on the work? 

Mr. Donaupson. That is right. 

Mr. Rees. As I understand it, your proposal would raise approxi- 
mately $160,000,000; is that correct? Your recommendations are for 
$166,000,000, L believe. 

Mr. Donaupson. That is night. 

Mr. Rees. Then you would increase the amount of last year’s bill 
by $30,000,000 approximately, leaving out the fourth-class increases. 

Mr. Donaxtpson. That is right. 

Mr. Rees. So you would raise about $166,000,000, where last vear’s 
bill would raise about $90,000,000, because we raised, [ think, about 
$40,000,000; did we not, in our fourth-class mail? I am not sure 
about that. 

Mr. Donaupson. Yes; it was estimated that the bill that passed 
the House last year would raise about $130,000,000, which included 
the fourth class. I do not recall just how much it was estimated that 
the bill would produce in revenues from fourth-class mail. 

Mr. Rees. Of course, about 25 percent of the increases in your 
proposal are included in post and postal cards; that is, $46,000,000. 

Mr. Donatpson. That is right. 
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Mr. Rees. And then a large amount, of course, is in the second-class 
mail that you have just discussed. 

Mr. Donatpson. No, Congressman; the total increase in second- 
class mail after a 3-year period would only be $40,000,000, whereas 
the increase in third-class mail is more than $65,000,000. 

Mr. Rees. Yes; that is right. Of course, you do not propose to 
take care of the entire deficit, as you said in your statement. 

Mr. Donaupson. That is right, sir. 

Mr. Rees. It is only a part of it that you are suggesting. In 
other words, we will still have a deficit and will continue to have. 

Mr. Donavpson. If the rates recommended by me were placed in 
effect, it would still leave a deficit of $250,000,000, and $160,000,000 
of that would be for nonpostal items, and $90,000,000 cash deficit 
would still exist. 

Mr. Rees. I think that is all, Mr. Chairman. 

The CHatrMan. Judge Davis. 

Mr. Davis. I have no questions. 

The CuarrmMan. Mr. Hagen. 

Mr. Hacen. | am allowed one question now and some more later, 
shall I ask all my questions now? 

The CuarrMan. You may ask all you want now. If you overlook 
a question, you may ask it later. 

Mr. Hacen. If I ask all my questions now, it will take an hour or 
more. 

The CuHarrMan. Let us get started and proceed as expeditiously as 
possible. 

Mr. Sapuak. Mr. Chairman, is it the intention to complete the 
testimony and questioning of the Postmaster General at this session 
today? 

The CuarrmMan. We would like very much to do so. We probably 
could arrange to have an afternoon session if we can not complete 
the Postmaster General’s testimony by noon. 

You may proceed, Mr. Hagen. 

Mr. Hacen. It is a big job and will take a lot of time, and it is 
very important. 

Mr. Armstrona. Was it contemplated that there would be hearings 
in the morning? If not, I have misinformed friends who will be here. 

The CHarrMan. There will be hearings tomorrow. 

Mr. Armsrrona. Will the Postmaster General be here or not? 

The CuarrMan. I do not know. The Postmaster General is a 
very busy man. Let us go along and see how far we can proceed 
today, and then try to arrange our schedules in the future as satis- 
factorily as we can. 

Mr. Hagen. Mr. Chairman and Mr. Donaldson, I notice on page 7 
of your report, about the first six or seven lines, you indicate that the 
changes or alternatives in types of services and extent of service have 
proven to be impractical and unwise. I do not quite understand that. 

Do you mean that your 1-day curtailment service order is unwise or 
impractical? 

Mr. Donaupson. No, sir. What I am referring to there, Congress- 
man Hagen, is that this committee handles legislation with reference 
to postal matters, and there is another committee in this House that 
handles appropriations, and the Appropriations Committee is con- 
stantly asking that the deficit be reduced by reducing the cost of the 
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service. I believe they have made a recommendation or included in 
the report twice that there must be a closing of the gap between 
revenues and expenditures. They have nothing to do with the 
hearings on increasing the revenues. So, their attitude is constantly 
to close the gap, and let us cut off some of the appropriations. 

Of course, I do not know what the appropriations will be beginning 
with the fiscal year beginning July 1, because that has not passed the 
Congress. What I have called attention to there is that it is unwise 
to try to reduce the gap in the deficit by cutting off the total amount 
of money the Post Office Department can spend, rather than in- 
creasing the revenues. There are two alternatives: Either increase 
the revenues or decrease the cost to wipe out the deficit. 

Now, we have absorbed since July 1, 1945, $200,000,000 of the addi- 
tional cost. We could have a deficit this year of $750,000,000 instead 
of $550,000,000 if we had not absorbed in the operation of the postal 
service the difference between the two, $200,000,000. That is unwise 
to do, especially in a growing business. 

Mr. Hagen. This committee never adopted a policy that we have 
to operate on a nondeficit basis? 

Mr. Donatpson. This committee? 

Mr. Hagen. The Congress as a whole. In fact, it has been the 
opposite sort of policy. 

Mr. Dona.pson. | want to repeat what I said two or three times 
before this committee. The Congress is a board of directors for the 
Post Office Department. If the Congress is satisfied with a $500,- 
000,000 deficit, a $600,000,000 deficit, $700,000,000 deficit, $800,000,- 
000 deficit, say so, and then say it is all right to operate the postal 
service that way, and you will never hear a squeak out of me. 

Certainly they are not treating me fairly when they kick me around 
and charge me with inefficiency. If Congress will set the policy, and 
say it is all right to have the Post Office deficit that [| mentioned 
previously, that will be the policy I will follow. —[ will not recommend 
rates again. But constantly there are articles appearing in the press, 
and statements made on the floor of the Congress, that something 
should be done about the Post Office Department and its large deficit. 
I have done all I can by eliminating $200,000,000 from the deficit. 
To eliminate it further, there must be an increase in revenue or decrease 
in operating cost. 

Mr. Mitter. Would the gentleman yield? 

Mr. Haaen. Yes. 

Mr. Miniter. As a matter of fact, Mr. Postmaster General, in 
going as far as you have gone, vou have reduced the efficiency of the 
Post Office Department and called down new condemnations upon 
vour head for not giving the service that the people expect in the Post 
Office Department, merely trying to meet that condition; is not that 
so? 

Mr. Donaupson. | have been following the directive of the 
Congress. 

Mr. Miuier. You have been following the directive not of this 
committee, necessarily, but another committee of the Congress that, 
when approved by the Congress, is the voice of Congress. 

Mr. Donatpson. That is right. 

Mr. Corserr. I would like to say to the postmaster and the com- 
mittee along this line, this is the only Department of Government that 
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collects any important amount of revenue, and somehow the idea has 
grown up that therefore because it does charge for its services, that it 
should be operated without any important deficit, and the criticism 
has been made against the Department that they have been unable 
to do so. However, I have not in the years I have been in the Con- 
gress received any complaints from the people regarding the amount 
that they have to pay to maintain good postal service. When we 
compare the deficit in this Department with the deficit in the Agri- 
culture Department, for example, it does not look quite so bad. 
When we recognize the enormous subsidies and aids which are given 
in all the farm areas, the aids and benefits which go to business in the 
urban districts, advertisers, and the operation of business in the rural 
districts as well, it seems that it is much more justified than has ever 
been clearly indicated. 

I believe that you are a thousand percent correct in your insistence 
that there be an agreement on policy as to whether or not you are to 
operate this Department within the revenues collected for the services, 
or whether a deficit is to be expected. 

Mr. Donatpson. Or quit kicking my dog around. 

Mr. Corserr. Exactly. However, I happen to be among those 
who believe that in the extension of Government services which the 
people pay for, and which they get more benefit from, I believe, than 
from any other branch of the Government, we have a right to try to 
fix the rates within boundaries that make possible an expansion of the 
service, because I think that the whole over-all effect is wholesome. 
These companies, some of them, that are getting advantages, are also 
taxpayers. We can eliminate the profits of many publishers by rais- 
ing the rates sufficiently, and thereby eliminate their tax payments on 
corporate taxes. But 1 think that this conversation has taken a proper 
turn here today, that we have a matter of establishing the philosophy 
and point of view, and I have so contended, under which the post office 
should operate. I believe to the point of reemphasis that the matter 
of pointing a finger at the postal deficit and saying it should be wiped 
out at the expense of paying proper salaries to the employees, at the 
expense of paying proper transportation charges, and all those things, 
is an unfair situation. 

Even if the increases here are justified, and perhaps others, the fact 
still remains that I think the committees both in the House and in the 
Senate ought to make it very clear to the American public what their 
instructions to you regarding the deficit are. 

I think furthermore that the Appropriations Committee, which 
so very lavishly puts money out for things which do not begin to 
return the services to the people that the Post Office Department 
does, ought to be pretty well bombarded by a lot of us with this point 
of view to provide a proper appropriation. In other words, I am 
entirely in sympathy with the situation you have to deal with. 

On the other hand, I want to see the finest postal service possible, 
and I am among those who believe that if you gentlemen do a job of 
running the Department efficiently, and we all do a job of fixing 
rates at a fair level, the public is going to welcome it, and be willing 
to pay for it. 

Mr. Donautpson. May I just say a word here. As I pointed out 
in this statement, I am limited by the amount of money that is 
appropriated by the Congress. 
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Mr. Corsetr. Exactly. 

Mr. Donaupson. In the appropriation bill this year, which we are 
working under now, is a provision that reads something like “Any 
official of the Government who obligates expenditures in excess of the 
amount that is named in this bill may be removed and may be prose- 
cuted.” Therefore, it is up to me to stay within the limits of the 
amount appropriated, and this committee does not do the appropri- 
ating. Of course, they have a chance to vote on the appropriation 
bill, but I have seen no effort on the part of anybody to attempt to 
increase the appropriations as reported out by the Committee on 
Appropriations when it once reached the floor of the House. 

Mr. Corserr. I want to say in that connection you are exactly 
right, and I think it should happen. 

Mr. Donavpson. I get a great deal of correspondence from the 
public—— 

Mr. Corserr. May I interrupt just a minute. We did lose more 
on price supports for eggs and potatoes last year than second-class 
mail, did we not? 

Mr. Donautpson. Of course, that is not in the postal service. The 
Congress over the years has established a policy, and has never re- 
served itself from that policy, and that is what they should do if they 
are going to be fair with me. Over the years Congress has stated, 
away up until 1870, that the Post Office Department should pay its 
way. ‘There has never been any reversal of that. When city delivery 
was established, it was the edict of Congress that no city delivery 
would be operated unless the city delivery paid its own way, and they 
made a charge on each piece of mail delivered by city carriers. The 
correspondence that I get is blaming me for not increasing the rates. 
I get wastebaskets full of mail every day sending in circulars to me 
that have come through the mail. I would like to read an editorial 
from a very prominent daily newspaper. This is not my editorial, 
but I think it points out what I am trying to say [reading]: 

It was doggone good to see by the papers where President Harry Truman had 
once more very wisely laid the matter of post-office deficits—losses of handling tons 
and tons of ‘“junk’’ mail—back in the laps of the boys in Congress. Mr. Truman 
also endorsed hiking the l-cent post card up into the 2-cent bracket. Years and 
years ago, or back when the penny post card was created and put into use, it was 
created for one purpose—to be the poor man’s correspondence vehicle; and that 
was a great idea. But like most good ideas and good intentions, a bunch of 
hitchhikers crawl aboard and take a semifree ride. For instance, large outfits 
who can well afford to pay their own way—outfits like the Peoples Gas Co.—soon 
caught on to the savings afforded by the penny post card, and went for the semi- 
free ride. It’s legal, you know. That makes it quite all right, and vou—the tax- 
payvers—foot the bill. But the way the gas companies and other sundry utilities 
have prostituted and taken advantage of the free rides in the mails is meager and 
downright obscure—even commendable, in fact—when compared to the way the 
thousands of mail-order outfits in the United States clutter up the mails and ride 
for free. Meanwhile, the Nation’s larger magazines—respected publications like 
Collier’s and the Saturday Evening Post—keep a high-pressure and high-salaried 
boy in Washington to lobby for their ‘“‘causes.’”’ These magazines long ago left 
their original 5-cent fields and now sell for 15 and 20 cents and upward. Any 
chump knows magazine costs and newspaper costs have risen sky high—but so 
have the costs of handling the mails. 

Just to keep the record straight, you folks around town will reeall that the 
Telegram went on record many months ago and not only endorsed hiking the 
second-class postage rates—thus adding on one more cost to operating this sheet— 
but applauded and emphasized the need for the increase. If and when the 
second-class rates are hiked it will mean many hundreds of dollars to the Tele- 
gram’s annual cost budget. But we hate hitchhikers, and knowing that our 
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expenses will be upped a few hundred dollars makes us all the more eager that 
the millions and millions of dollars now being ‘‘absorbed’’ by the taxpayers be 
paid by those outfits who are now riding for free. 

It would take pages and pages to name the names of the outfits who are riding 
for free. But you know what we mean; you get mail; you toss half the “crap” 
in the wastebasket. Yet this junk mail has to be handled—and that costs you 
money. It would also take pages and pages of space to tell you even the story— 
sordid as it is—about what takes place right here in the Garden City post office 
when tons and tons of junk mail arrive. For instance: Small office that we have 
here when compared to those offices in Kansas City and Chicago, let alone burgs 
like Hutch and Topeka, it would surprise you—as it did us—to know that, ac- 
cording to Postmaster Allen M. Hunter, 22 sacks of third-class (junk) mail 
arrived (incoming) on only 1 day this week. One of these bright days when 
vou all are down at the post office, walk over to those properly placed waste- 
baskets in the lobby and take a look-see at their contents which, by the way, are 
emptied during the day. You’ll see junk mail that is thrown away—tossed into 
the wastebasket—by the comparatively few folks who have the boxes. Did you 
know that Mr. Hunter’s office sold over 650,000 I-cent post cards last vear? 
That represents a net loss of $4,575 on the cards sold in Garden City alone. Yup, 
we hope that Harry Truman will get out a new model club—a heavier model 
and start wielding it in the Halls of Congress and thus make those hitchhiking 
outfits who are now cluttering up the mails start paying at least a portion of their 
riding expenses. 

Now, the point I am trying to raise is that I get that kind of mail 
every week from the public. The only way I can answer the mail is 
to say to the public that I do not fix these rates. It is up to Congress. 
That is why I say that Congress ought to change its policy. If it is 
all right to have this deficit, if it is all right to carry the mail practically 
free, then Congress ought to tell me so in order that the publie will 
know those are not my orders. 

Mr. Hacen. If we have never had a policy, we cannot change it. 

Mr. Donatpson. Yes; you have. Your records will so show. 

Mr. Hagen. The only policy 1 know is the one that it is not neces- 
sary to break even or make money in the post office. 

Mr. Donaupson. The policy always was that the Post Office De- 
partment must pay its way. It has never been changed. It did pay 
its way up until about 1850. 

The CHatrman. And the Appropriations Committees have always 
followed that policy. 

Mr. Donaupson. Yes. 

Mr. Hacen. We failed in doing so for so many vears we think we 
have a different policy. What paper did you read from? 

Mr. Donaupson. The Garden City (Kans.) Telegram. 

Mr. Corserr. Apparently they think what is published in the 
paper is satisfactory. 

Mr. Donaupson. No. 

Mr.’ Hagen. They do not indicate whether they will bear the 
increased cost of second-class mail. 

Mr. Donatpson. Yes. In the letter they sent to me, they said 
they do not want any subsidy. 

Mr. Hacen. They do not intend to increase the subscription rate? 

Mr. Domatpson. That I do not know. 

Mr. Hagen. It goes on to the consumer and taxpayer, naturally. 
It is very easy for him to say we should have higher rates on second- 
class mail. He will just pass it on to the farmers and his other 
subscribers. 

Mr. Donatpson. You cannot toss away the argument with that 
statement, because he calls attention to the fact that the costs of 
publications have increased 300 percent. 
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Mr. Hacen. In your statement and argument, you claim that this 
subsidy goes to the publisher. That is not true. It goes to the con- 
sumer, the people who take the newspapers and the magazines. 

Mr. Donatpson. | am not so sure about that. In 1950, the 
amount of paid advertising for Life magazine was $80,365,507. For 
the Saturday Evening Post it was $63,180,611. For Time it was 
$23,793,870. And for the first 20 magazines published and going 
through the mail, the amount of paid advertising last year runs from 
$6,000,000 a year up to $80,000,000 a vear. Who is that paid by? 

Mr. Hacen. You are talking about big publications for profit. 
How about the weekly newspapers and many other papers which are 
always on the border line of profit. There are many publications in 
this country which are not published for profit. They are produced 
for the benefit of the reader and people as a whole and the community. 
Any increase they would suffer would have to go to the people who buy 
the newspapers and magazines. 

Mr. Donautpson. This recommendation for increasing the postage 
rates on second-class matter will not hurt or disturb any weekly 
newspapers. 

Mr. HaGen. The newspaper talks about third-class mail being junk. 
I am a newspaperman myself, but I believe competition should be given 
a fair deal all along the line. Some third-class mail is competitive to 
weekly newspapers and daily newspapers, so they have a fair place in 
the picture too. 

Getting back to vour statement on page 3 on the increase of operat- 
ing cost, you say you have no control over that. That is apparently 
your opinion. 

Mr. Dona.pson. I said little or no control. 

Mr. Hacen. In the case of your own report on the special study 
of the unit cost on the classes of mail and special services at the 20 
largest post offices, there is a difference there in the cost of first-class 
mail between Dallas, Tex., of 0.372 a little over a third of a cent per 
piece, and Boston, Mass., of 9.9, a little over 0.9 of 1 cent. There is 
quite a difference there in handling first-class mail per unit. It has 
been my feeling, and I gather yours, from your report, that the 
metropolitan areas where the large centers of population are located 
are doing business at less cost per unit generally speaking, and that is 
logical. The bigger the postal business, the less the unit cost. If 
you will look there, the difference of handling with respect to cost 
vetween Dallas and Boston is almost 2% times. In the case of New 
York City, it is not quite 0.9 of 1 cent per unit. In other cities, it is 
less than half a cent. There is some reason for that. In my opinion, 
you do have some control over the cost of the operation of the depart- 
ment. 

Mr. Donatpson. That report you are speaking about was sub- 
mitted to Congressman Rees in 1948. It was an adjustment of 
figures, and a report submitted by cost ascertainment in connection 
with the taking of that cost ascertainment for 1 week. Since that 
time we have followed it up. 

At the present time, we have probably as many as 30 post-office 
inspectors trying to make a unit yardstick for those costs. It is not 
true that the unit cost can be less in a large city. It is true that it 
can be greater. For instance, your cost of city delivery in the city 
of Brooklyn is much higher than the cost of city delivery in any other 
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city because that serves a population in excess of the population of 
Manhattan Island; yet its receipts are $20,000,000, and the New 
York City ree eipts are $165,000,000. If you study the report very 
carefully, you will find 14 variables attached to that report that have 
to do with the increased cost in one post office as compared to another. 

There are many items in that. Jam preparing a memo for the chair- 
man of this committee, bringing that up to date at the present time. 
In 1929 and 1930, and part of 1931, I was one of several people who 
made an investigation on the unit cost for the Third Assistant Post- 
master General, who was an efficiency expert and public accountant, 
and ran a very fine efficient office in Detroit, Mich. He asked for the 
same kind of information that Congressman Rees asked for. We 
spent a year in various large post offices trying to get a yardstick and 
we ran up against all the variables pointed out in that report that was 
transmitted to the committee. 

After spending a year and a half on trying to find yardsticks, we 
put units into these large post offices so the flow of mail coming into 
a post office would flow right through the post office and out the 
back platform. Even with everything we did, we could not get a 
yardstick that would show the same cost in this office and another 
office. 

I was trying to point out in my report here that the larger popula- 
tion you have, especially where you have a large population on the 
fringes, such as Boston, the greater your cost will be. 

Now, there is one thing in getting your unit cost on how many 
letters a certain clerk can distribute against the distribution made by 
another clerk. That report you have does not attempt to set up one 
clerk against another on the same type of business. It attempted to 
get a unit cost in each of the offices with a number of factors involved, 
first class, second class, circular mail, and special services. 

Mr. HaGen. Have you any comparative cost after the mail comes 
to the post office, and to the point where it goes out? Do you have 
a study of that kind? 

Mr. Dona.tpson. We have been making studies for the last 20 
years. 

Mr. Hacen. What do you find about the situation in Boston and 
Dallas? 

Mr. Dona.pson. There are too many variables involved. Dallas 
has three or four large classified stations. 

Mr. Hacen. I am talking about after it gets into the main post 
office. 

Mr. Donaupson. Boston has about 92 classified stations. The mail 
goes into all of the stations. In Boston there are 21 separate munici- 
palities with separate fire departments, city governments, and so on. 
So the mail goes into all of the stations and has to be transported be- 
tween stations and the main office. If you can get a central distrib- 
uting unit, if all the mail in any city like Dallas can be brought into 
one plac e where it is distributed and dispatched and delivered, your 
unit cost will go down and down. If you will study the variables in 
connection with that report, it will answer your question. 

Mr. HaGen. You have had authority all the years to increase the 
parcel-post rates. It was within your control to increase parcel-post 
rates for these many years past. You can talk about the deficiencies 
of working space in Federal buildings. That was brought out largely 
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by the increase of parcel post, or to a great extent, at least. That was 
within, vour control too. Is it not fair to say that? 

Mr. Donaupson. No; that is not fair. That is fair if you are op- 
posing any increased rates. It is fair to your side, but not fair to me. 
Mr. Hagen. I am not opposing all the suggested increased rates. 

Mr. Donatpson. I have no control of how much mail is taken 
into the postal service. We are required to accept anything that is 
mailable. 

Mr. HaGen. You have some control by setting the rates on parcel 
post which would determine the volume. 

Mr. Donatpson. I do not. I have the authority to petition the 
Interstate Commerce Commission. 

Mr. Hagen. You have had that for some time. 

Mr. DonaLpson. Since 1925 or 1926. But in the last case we had 
before the Interstate Commerce Commission, it lacked 1 month of 
being 2 years before the Interstate Commerce Commission adjudi- 
cated the case. As I repeated before this committee last year, and 
the vear before, we had a one package bill which could be done at 
one time. Congress has authority to do that, too. Here was the 
need for increasing rates on the classes of mail that produced the 
greatest amount of deficit. One-half if produced through second- 
class, circular mail, and penny postal cards. I thought a one package 
bill brought before the Congress, when you can take it at one step 
and increase the rates on all the classes of mail, was the preferred 
procedure. When you did not do that, | obeyed the mandate of the 
Congress, and went to the Interstate Commerce Commission. Here 
we are asking the parcel-post user, a consumer’s mail, the greatest 
percentage of which goes to the farmers you are talking about on 
rural routes, and all of the cost of the postage on parcel post is passed 
on from the mail order house to the consumer, here we are going to 
raise the rates on the consumers that have to pay the postage, while 
we do nothing about the classes of mail that produce one-half of the 
deficit. 

Mr. Hacen. That is quite another argument. One is a direct, 
personal service between an individual and company. Another type 
is between the company and country at large. 

Mr. Donatpson. It depends on how you look at it. 

Mr. Hagen. That isright. You have some control over temporary 
help. I see a statement here in the annual report that you have 
165,000 temporary employees. Some statements have been made, 
and I am not one to know if it is true or not, that there is too much 
temporary help. 

The CuHatrMan. What is the date of that report? 

Mr. Hagen. It is 1949. 

Mr. Donavpson. It is not my report. 

The CHarrMan. Whose report is that? 

Mr. Hagen. The Postmaster General’s report. 

Mr. Donaupson. I said what? 

Mr. Hagen. You have 351,000 full-time employees, and total part- 
time employees, 165,000. That includes, of course, the Christmas 
time and holiday season as well. 

Mr. Donaupson. Surely. 

Mr. Hacen. But in that is a lot more than holiday employees. In 
fact, from reports we have there are several thousand temporary 
employees in the city of New York, 
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Mr. Dona.tpson. Well, during World War II we had about 60,000 
of our postal people in the military forces, and their jobs were held 
for them. We employed what were known as war service or tempo- 
rary people to fill in for them. When World War II was over, we 
had to dismiss the temporary employees and take back the regular 
employees. In the meantime the postal receipts had increased from 
about $800,000,000 to over a billion dollars, almost a billion and a half. 
As the service was growing, and as eligible registers were being estab- 
lished, there was nothing we could do but to employ temporaries. 

Now, since the end of World War II, we have more than 150,000 
employees in the postal service that have come into the postal service 
since the end of World War II. Approximately 100,000 of those are 
veterans of World War IIL. We have had to train them all over again. 
Those that had a little experience had to be trained, and those that 
had none had to be trained. At the present moment we cannot make 
any regular appointments by edict of Congress. We have to resort 
to temporary employees. 

Mr. Hacen. I have been told there are too many temporary em- 
ployees. Is that true? 

Mr. Donaupson. Who told you that? 

Mr. HacGen. An official of one of the organizations in the postal 
service. 

Mr. Donautpson. Does he know that to be a fact? 

Mr. Hagen. No. I am asking you. 

Mr. Donaupson. If it is a fact, | do not know it. 

Mr. Gross. Would the gentleman yield? Is there a breakdown to 
show how many temporary employees were put on in the fall of 1948? 

Mr. Hacen. I do not see it if there is. It may be. At the bottom 
of your page 3, you mentioned star routes and highway post offices 
being set up within the limitations of the appropriated funds. — Is it 
my understanding that highway post offices—and I presume you 
mean those that travel by car—are set up because they may be cheaper 
than railroad transportation? 

Mr. Donaupson. They are set up to take the place of railroad 
transportation where trains have been withdrawn. When I spoke 
about the limitation of appropriation, there was nothing included in 
the appropriation bill for the current fiscal year or next vear for high- 
way post offices. That is why | mentioned the limit of appropria- 
tions. 

Mr. Hacen. In the page 5 at the bottom you do not say anything 
about repairs of trucks. Did you include that in ‘‘Supplies and 
equipment’’? 

Mr. Donaupson. That belongs in “Supplies and equipment.’’ I 
do say something about trucks. 

Mr. Hagen. At that point I was interested in knowing about your 
program to buy new modern up-to-date trucks and miail-delivery 
trucks. 

Mr. Donaupson. We have done a good job on that, far beyond our 
expectations. During World War Il we could get no trucks whatever. 
Prior to World War Il no money was appropriated to buy trucks. — In 
1946 we got our first appropriation to buy trucks and our program 
started slowly, because we could not get any manufacturers interested 
in making trucks for the Post Office Department. But we have pur- 
chased since 1946, and we either have them delivered, or they are on 
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order, 13,000 new trucks. More than half of those, or perhaps two- 
thirds have been delivered. The rest are coming off the lines. We 
have anitem in the appropriation act for 1952 to purchase more new 
trucks. 

When World War II came on we only needed about 10,000 trucks 
to make up our fleet. At the present time we need 17,000 due to the 
great increase in the volume of mail. We are well on the road to that. 

Mr. Hacen. You think the cost for repairs and operations will be 
somewhat less with the new trucks? 

Mr. Donatpson. Yes. When you are operating an old truck that 
has been in service for 10, 12, or 15 vears, the annual cost of repairing 
to the truck is almost equal to the purchase price of a new truck. At 
least it was before the automobiles went up in price. 

Mr. Hacen. On page 6, you say the President pointed out there 
is no good reason for taxing our people to pay these costs, yet, on the 
other hand, of course, he is coming out for increased taxes all along the 
line. Down in the middle of page 6, you mention about the various 
systems, such as railway car systems, railroads, and telephone in- 
creasing the rates. There is hardly a comparison there, in my opinion, 
They are all privately owned and operated for profit. They are 
justified to increase their rates if they are going to make a profit. 
Otherwise, the Government would have to take them over. 

Mr. Donatpson. I do not anticipate any profit in anything I 
recommended for the Post Office Department. 

Mr. Hacen. I have never criticized the Department for operating 
at a deficit, never at any time. I have been critical of other thing- 
as you know, but I am not one who says we should operate withow sa 
deficit. 

At the bottom of page 6 again you point out that the Department has 
little or no control over rates, but yet you do have, or am I mistaken, 
some control over money order rates. 

Mr. Donaupson. No; I do not. 

Mr. Hacen. Are you asking for legislation now? 

Mr. Donatpson. No, sir. 

Mr. Hacen. But you did ask last year to increase the money order 
rates, 

Mr. Donaxpson. That is right. 

Mr. HaGen. The money-order business is a particularly direct 
business contact generally between a consumer and business. 

Mr. Donaupson. All the special services are. They are adjuncts. 
All should pay their way. 

Mr. HaGen. In another portion of your statement, you say that 
all special services should pay their own way. Yet in the money- 
order case, you want to exempt that. 

Mr. Dona.pson. I want to exempt it because I hope by the new 
system I am putting into effect, I will eliminate the deficit there. If 
I do not entirely eliminate the deficit, I want authority to raise the 
fees on money orders to pay the deficit. 

I would like to make one statement with reference to this thing of 
taxation of the public, and higher taxes. Let us not overlook the 
fact that the postal deficit is paid from general taxes, because I go to 
the Treasury to get that money, which has been raised by general 
taxation. If Congress should raise the taxes to raise $10,000,000,000 
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and then I come along and take a half a billion of that, which was not 
anticipated when you raised the taxes 

Mr. Hacen. At that point I might say that the people who pay the 
deficit in the Post Office Department are all the people of the Nation 
who pay taxes. 

Mr. Donaupson. And I say that the users should pay more of it. 
It is not eliminated entirely. 

Mr. HaGen. | believe you are right in the case where the individual 
has a direct benefit from the Post Office Department. He should 
pay a fair share and pay his own way. But where the Government 
and the people as a whole get a special benefit because of the service, 
and because of the low rates, then it is not necessary to raise the 
rates to offset the deficit. 

Mr. Donaupson. We sock the users of first-class mail to pay its 
way and make a slight profit. 

Mr. Hacen. That is an individual matter. If 1 write you a letter, 
I should pay the full cost. 

Mr. Mitter. Would you explore your statement further? 

Mr. HaGenx. We will in ample time. As time goes on we will 
explore it further. 

Mr. Mitier. I mean in this respect. When a fellow sends an 
advertising circular through the mail in order to induce someone to 
buy one of his commodities, is that not a private transaction? He 
is trying to stimulate business between himself and the other fellow. 
Therefore, should not he pay his full portion? 

“'r, HaGen. You are not asking for the full portion. You are 
asning for a portion. There is still going to be a deficit, as | under- 
stand it. 

Mr. Mitier. I am accepting your own statement. 

Mr. HaGen. That is my statement. I have always agreed with 
that. 

Mr. Mititer. Do you agree with the statement that those people 
who use the mail for the purpose of stimulating their business or as part 
of doing business should pay the full cost of that section of the mail? 

Mr. Hagen. No; I do not, any more than the Department of Com- 
merce, Which helps stimulate business. The Department of Agri- 
culture helps the farmer and the farmer does not pay the full cost of the 
Department of Agriculture. He pays a part of it. 

Mr. Minuer. ‘the mail-order house or the magazine publisher who 
sends out circulars or the Book of the Month Club that uses the mail 
to stimulate business for profit, should those institutions pay the full 
cost of that business? If it is going to put an ad in the telephone book 
or in the newspaper or it is going to use any other media, radio, or any- 
thing else, the radio station or the newspaper is not going to say, 
because you are trying to stimulate business, we will give you a dis- 
count on this thing that is below our cost. The vy could not remain in 
business themselves. 

Mr. Hagen. There are a lot of things that I agree on with you, and 
that is one of them. Why bring up something that we agree on? 

Mr. Mitier. Because | find in more statements that vou have made 
that you do not agree with that philosophy and a minute ago you 
denied your agreement. I always thought that is the wav vou felt. 

Mr. HaGcen. I do not agree in full or in general. I made a state- 
ment. I said any individual. 
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Mr. Warraker. Do you not think that all of this talk that is 
going on is just talk? I will give you an observation from Greenville. 
You are first going to have to decide whether or not you're going 
to render service to the people with the people’s money. If vou are 
going to render service, and you are going to carry it under the name 
of education, all right, let us establish that. If we do that, then let 
us set down how much we think it will cost to do this service. 

Mr. HaGcen. That is exactly the point I am trying to make. 

Mr. Wuiraker. If you are going to provide special services and 
this, that and the other, make up your mind what you are going to 
charge them. Let us see how much it is going to cost the employees 
to render this service. When you get those three things all together, 
put it before the public as to whether or not they are going to pay 
40 cents for a postal card from New York to San Francisco, or whether 
they are going to pay | cent. I will bet vou I heard a dozen fellows 
on this committee say, “I am not going to change that 1 cent postal 
ecard for anything.”” Why? Because he knows that penny postal 
card is pretty near, you might say, the backbone of the service in 
rural sections. Now, it has come into advertising. I had a gentleman 
come to see me the other day, and he had a nice good wide awake 
magazine. He said he was losing money. I said, “I don’t believe a 
word of it.” 1 started to question him, and when I finished, he 
agreed that he should pay some more postage. 

Mr. Hacen. The solution to that, as I see it, is to increase the postal- 
eard rate to 2 cents where the Government supplies the paper and 
card free, and leave the rate at 1 cent for the post card where the con- 
sumer pays for his card. 

Mr. DonaLpson. You merely turn from Government postal cards 
to private mailing cards, and the same thing obtains. 

Mr. HaGen. Now you are discriminating. The person who buys 
his own post card pays a cent postage and the Government is paying 
2 cents or more. Who is paving the bill? 

Mr. Mitier. They cost 67 cents a thousand. 

Mr. Hacen. That is right. That is not the main point. The big 
point is the competing with private business by the Government. 
By selling more postal cards, you are competing with the printer. 
The big city printers and the small-town newspapers as well all over 
the country who employ a lot of help, in turn lose the business. 

Mr. Donaupson. If you discontinue the Government postal card 
in line with the reasoning, then you still sell 4 billion private mailing 
ecards and send them through the mail at 1 cent. 

Mr. Hacen. You at least would not be competing with private 
business. You could increase the rate to 2 cents for post cards and 
3 cents for postal cards, if you want to be fair about it. 

Mr. Rees. Are you willing to do that? 

Mr. Hacen. Yes. I wanted to do that last year, but the com- 
mittee opposed it. 

The CuarrMan. On all cards? 

Mr. Hacen. On postal ecards. I am still willing to keep the dif- 
ferential at 3 cents for postal cards and 2 cents for post cards. 

Mr. Mriuer. I wish you would explain that a little bit. If I go to 
the Government and buy a thousand post cards, I am going to pay 
$30. If I go to an individual and buy them I am going to pay $20, 
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including my postage. Now, then, to get back to this, vou are trying 
to get sixty-one thousandths of a cent. 

Mr. Hacen. There is more than that. How about the service of 
the man selling the card, the transportation, and so on? 

Mr. Mitier. It costs just as much. It cost 2.6 cents to deliver a 
post card, whether it is on paper furnished by the Government or 
whether it is on the paper furnished by an individual. It is going to 
cost the same to deliver it, 2.6. The only differential in there is this 
67 cents a thousand that the Government pays for the paper. It is 
so small that it would be hard to distinguish. I see this perhaps in 
your case that might be a benfiet if we put it into effect. If we took 
the Government out of printing those post cards, with the paper 
shortage that exists, private individuals would not be able to get 
hold of paper very readily, and maybe it would discourage the use of 
postal cards in the mail, and we could save money. 

Mr. Donaupson. I would not be opposed to discontinuing the 
Government postal card, but I will want the rate raised to 2 cents. 

The Cuatrman. Mr. Rhodes. 

Mr. Ruoprs. Mr. Chairman, I would like to say that I think the 
report is a very excellent one. J] think the recommendations are 
reasonable, and the increase suggested is a very modest one. 1 would 
like Mr. Donaldson to tell just how this proposal compares with the 
legislation that was passed last vear by the House. 

Mr. Donatpson. The bill that passed the House last vear did not 
increase the postal cards to 2 cents. 

The CHatrMaAn. Yes; it did. 

Mr. Donatpson. That is right; yes, it did. It increased the postal 
cards to 2 cents, but the bulk mailing to a cent and a half per piece 
minimum. 

Mr. Mitter. May I point out that in the passage of that bill the 
committee also went on record saying that it was the first step. We 
had not set the thing up. It was to put the users of mail on record 
that this was the first step in the phase that would be continued while 
we had other studies. Unfortunately, the Senate did not agree with 
us. 

Mr. Donatpson. I realize that. 

Mr. Ruopss. Mr. Donaldson, if this legislation was passed, would 
you recommend the restoration of the postal service to the former 
status? 

Mr. Donatpson. Congress ordered the curtailment of deliveries. 

Mr. Ruopres. Would you recommend the restoration of that 
service? 

Mr. Donaipson. There would have to be money appropriated by 
Congress. It does not make much difference how much revenue is 
recommended here. My expenditures have to be based on the 
amount appropriated by the Congress, and not the revenues derived. 

Mr. Corserr. The gentleman made the statement that Congress 
ordered the curtailment of delivery. I cannot recall when we passed 
such an order. 

The CHarrMan. It was the Appropriations Committee. 

Mr. Donatpson. No; you voted for it, Mr. Corbett 

Mr. Cornerr. Mr. Postmaster General, because we voted for a 
certain amount of appropriations for the Post Office Department, 
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which was less than the amount the Postmaster General requested, 
did we therefore say that particular curtailment order had to be 
enacted? 

Mr. Donatpson. It was approved by the Congress. Here is my 
testimony before the Appropriations Committee Which will be found 
on page 435 of the Treasury Department-Post Office hill. There I 
opposed these curtailments. Here is what the Congress did. After 
my opposing it, this is what your Appropriations Committee said, 
and the Congress followed without a dissenting vote: 

The committee has discussed with the Postmaster General certain proposals 
for effecting economies and realizing that probably all of the suggestions made 
will provoke complaint * * * nevertheless, the financial condition of the 
United States Treasury is such that every step possible must be taken to save 
money. The committee believes that sizable savings could be made by a redue- 
tion of the number of deliveries per day to many areas, particularly those routes 
serving general areas. 

Mr. Corserr. Will the gentleman reemphasize that point. That 
is some portion of the committee saying something. The Appropria- 
tions Committee is not the Congress. 

Mr. Donatpson. But Congress passed this bill without a dissenting 
vote. 

Mr. Corserr. They passed an appropriation but because the 
committee or some members of it that wrote the majority report put 
in there as a footnote that they thought there could be some curtail- 
ment of deliveries, might you not just as well have climinated all the 
special services? 

Mr. Donatpson. No. When the appropriation was passed for 
which there was not a dissenting vote, it says right in this report, which 
was on every Congressman’s desk I assume when they passed the ap- 
propriation bill: 

The committee urges the Postmaster General to provide for the rearrangement 
of city delivery service so as to reduce the number of deliveries wherever possible. 
The committee does not insist that one delivery a day would exist in extremely 
congested areas, but it does not believe that the opportunity to retrench should 
be lost. * * 

Now, they cut $28,000,000 out of the appropriation bill depending 
upon this reduction in delivery. There was not a dissenting vote 
against it. They also put in the appropriation bill that if the Post- 
master General obligates expenditures in excess of the amounts 
appropriated he can be prosecuted and removed. What can | do? 

Mr. Corserr. The gentleman knows this as well as 1 do. We 
legislate a bill, not a report. That report did not become a part of 
the law of the land nor an expression of the policy of Congress. What 
you are saying to me in effect is that when the Budget Bureau cut 
your request for appropriations by more millions than the Concress 
did, they ordered the ¢ curtailment. 

Mr. Donatpson. They did not order anything. 

Mr. Corsetr. And neither did the Congress. 

The Cuarrman. Mr. Corbett, let us be fair about this matter. 

Mr. Corserr. All right. I want to be fair. But I do not want 
to be blamed for something we did not do. 

The CuatrmMan. The Appropriations Committee imstructed or 
advised the Postmaster General to reduce the deliveries. The Post- 
master General acted according to the request of the Appropriations 
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Committee, and then after the Postmaster General reduced the deliv- 
eries, Which was before the appropriation bill came before the House, 
when the appropriation bill for the Post Office Department was 
considered by the House, Representative Larcade, of Louisiana, 
offered an amendment to restore the cut and the House voted it 
down, and you were there, I think. 

Mr. Corserr. Whether | was there or not, if 1 was there, you can 
be very sure | voted to restore the cut. However, | would like to 
direct the gentleman’s attention to the fact that the amount of money 
was recommended to be restored, it was not then any expression of 
the Congress that failure to restore the amount was an order to curtail 
delivery. You cannot say that the Appropriations Committee ex- 
presses the will of the Congress in a statement they put in a report. 
If that is so, that language should have been included in the law, or 
at least in the preamble of it. If they wanted to recommend it, that 
is where it should have been. 

Mr. Burnsipe. Mr. Chairman, here is one thing we have to con- 
sider in all fairness to the Postmaster General. The United States 
courts will accept a majority report of any bill, regardless of a Demo- 
cratic or Republican majority, as evidence of violation or lack of 
violation. 

The CHarrMAN. Let us get back to the rate question here. Let 
us confine this hearing to this bill, and not explore the whole world. 

Mr. Wuiraker. May | interrupt one more time, and I will not say 
another word. Every member of this committee, Mr. Donaldson, 
every member is very, very much interested, of course, in the per- 
sonnel of your Department from you on down to the charwoman. 
Every member of this committee is interested, with the rising cost of 
living, and so forth, and in the continuation of good service which 
comes from all these folks. Everybody on this committee is interested 
in a fair and equitable rate. 

Now, there is not a bit of reason on earth if everybody is in accord 
on those things that we could not come to some definite conclusion 
without a lot of getting angry, raising cain, and so on. 

Mr. Donaupson. I would like to see that. 

Mr. Warraker. I think that is the way we ought to do it. You 
take some of the fellows all through these associations who know more 
about these problems in 5 minutes than I would know in 6 years; they 
are willing to step in here and help us, too. There is no reason why 
if evervbody wants to do the right thing we cannot arrive at that 
conculsion pretty quickly. 

The CuatrmMan. Now, let us confine ourselves to this bill. 

Mr. Corserr. Mr. Chairman, TI am going to be brief, and T admit 
we have had too much time on this matter. I would like to get back 
to the original statement which the Postmaster General has said every 
year. I think in line with the judge’s remarks, we can be in agreement 
in a lot of these issues. No. 1, I feel we ought to make it very clear 
to the Congre ‘ss that it is our polic Vv that we approve of a reasonable 
deficit in return for reasonable services, and on this matter of rates 
where L have often been opposed to increases, | am going to go along 
much more this vear than I ever have before. 1 am definitely con- 
vinced that there are a number of places where the rates could be 
raised. I am equally convinced that there should be economies and 
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efficiency that can be applied also. I think the public wants the the 
postal employees properly paid as Government employees. I think 
they should pay the proper rates, and have the right to demand the 
utmost in efficienev and economy. 

After those things have been done, I believe we have a right as the 
Congress of the United States to pay the deficit in the Post Office 
Department even more than we have the right to pay the deficit of 
any other department of the Government, outside of the military. 
As I say, I am not in any quarrel with the gentleman. The fact that 
we had some disagreement on House action is not affecting my philos- 
ophy on the post office at all. I want the service restored, and I am 
willing to go over and vote for the money to restore it, and T am 
satisfied that the publie will support that point of view. I can be 
wrong, but that is exactly the way I want to work on this whole 
legislation and the whole Post Office Department. I think that once 
we establish a philosophy here, and make it plain to the people so that 
every vear there is not a front page story about postal deficits being 
a horrid thing, and people writing editorials about the deficit and free 
subsidies and the like, I think we can change the attitude on that. 

I sincerely compliment the Postmaster General and the Department 
on insisting on the recognition that these subsidies are not properly 
chargeable to the Post ‘Office De partment. Maybe there are more 
items that ought to be included there, perhaps all the other free serv- 
ices that the Post Office Department performs for the rest of the 
country. 

So with that statement, I believe that we can work out rates which 
go up to the point of diminishing returns, and which provide services 
at a reduced cost for things that deserve it because they serve the 
general welfare. But I do not believe by any stretch of the imagina- 
tion, and the gentleman expressed the same idea, that we ought. to 
cover up all the mistakes and costs and increases by simply increasing 
rates. I think there are other approaches that will help, too, along 
with vour statement that we cannot eliminate all of the deficit, and 
therefore we ought to recognize it. lf the law states we ought to 
maintain the postal service at a cost basis, we ought to change the law. 
We certainly ought to change the provision that an individual running 
a department that is running into extraordinary costs should be liable, 
if he has to go past that point. That is like telling a businessman you 
are going to arrest him if he runs into deficit. 

Mr. Lanrarr. What in vour opinion is a reasonable deficit? 

Mr. Corsetr. That could be on an escalator basis. Frankly T am 
not disturbed by a deficit that does not exceed $500,000,000. 

The Cuatrman. Who pays the deficit? 

Mr. Corsert. The people who get the general benefit from the mail. 

The CHatRMAN. You mean the reneral taxpayer. 

Mr. Lanrarr. You mean we should tell the Postmaster General 
if he can operate under a $500,000,000 deficit, it is all right? 

Mr. Corsertr. I would not put it to the point where we are denied 
our right and duty’to check on economies. 

Mr. Lanrarr. However, Congress would always have the out 
that it was not operated efficiency, and we could continue to heckle 
the Postmaster General. 

Mr. Corsnerr. He does not mind. He heckles us, too. Heckling 
is part of political life. 
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Mr. Reams. Mr. Chairman, may I ask a question of the Postmaster 
General? 

The CHarrkMAN. Yes. 

Mr. Reams. I have here a book entitled, “Cost Ascertainment 
Report’’, dated 1949. Has that been brought up to date any since 
that time? 

Mr. Donatpson. The cost ascertainment for 1950 has been sent 
to press now. We make the cost ascertainment study once each 
quarter, and all the apportionments have to be made. The report 
for 1950 is on the press now. 

Mr. Reams. Is this still a reliable guide as to the costs? 

Mr. Donatpson. The only difference between that and the new 
is the reflection of greater increase in the volume of mail, and the 
greater cost of operating the service. In other words, the cost depends 
entirely on what it is costing the Department to operate. The cost 
increases each year. If salary increases are given to the employees, 
the cost is increased. If transportation costs go up, the cost is 
increased. The new edition will be as of June 30, 1950, on the basis 
of volume of mail, and all the costs of that fiscal year. 

Mr. Reams. When will that be available? 

Mr. Dona.pson. It is on the press now. 

Mr. ArmstrronG. May I ask a question of procedure. I wonder if 
the chairman would consider it proper to ask the Postmaster General 
if he would be kind enough to appear before this committee again. 
Some of us have to be on the floor in a short while. I think these dis- 
cussions are extremely valuable. 

The CuarrmMan. I want to give the new members of the committee 
an opportunity to ask any questions that are pertinent, and you have 
not had that opportunity yet. Could you satisfactorily arrange to 
come back tomorrow morning? 

Mr. Donaupson. I would prefer to come back in the morning 
rather than this afternoon. 

The Cuarrman. That will be fine. We will continue with the 
Postmaster General tomorrow morning at 10 o'clock. 

The committee will stand adjourned. 

(Thereupon at 12:05 p. m., the committee recessed to reconvene 
Wednesday, March 7, 1951, at 10 a. m.) 
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WEDNESDAY, MARCH 7, 1951 


House or REPRESENTATIVES, 
COMMITTEE ON Post OFrFrice AND CIVIL SERVICE, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, In room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 
The Cuarrman. The committee will come to order. 
The Postmaster General will resume his testimony on H. R. 2982. 


STATEMENT OF HON. JESSE M. DONALDSON, POSTMASTER 
GENERAL, AND NELSON WENTZEL, DEPUTY ASSISTANT POST- 
MASTER GENERAL —Resumed 


The CuarrmMan. Mr. Postmaster General, I would appreciate your 
pointing out the main differences between the postal rate bill, H. R. 
2945, which passed the House last vear and which failed to get approval 
of the other body, and the present bill. 

Mr. Donaupson. Mr. Chairman, the bill that passed the House 
last vear proposed to increase the rate on the post card from 1 to 2 
cents, the same as is provided in this bill. It proposed to raise the 
rate on bulk mailings, third-class mail, from 1 cent to 143. In this bill 
it is 2 cents. 

The bill that passed the House last year proposed to make all special 
services pay their way. This bill provides the same thing. 

The bill that passed the House last vear, with reference to second- 
class mail, was calculated to raise somewhere between $17 million 
and $20 million. 

This bill proposes to raise $20 million the first year, and $10 million 
in each of two additional steps. 

Those are the main differences between the bills. 

About the only difference between the bill that passed the House 
last year and this proposed legislation is in the increase in revenue 
from second-class mail and the increase in rates on bulk mailings of 
circular mail from 1 to 14 cents. This bill proposes to raise it to 2 
cents. Those are the two main differences. 

The CHarrMan. | wish vou would explain the differences in the 
formula for second-class mail, as set forth in H. R. 2945, which passed 
the House last vear, and the form in which we have it in the present 
bill, H. R. 2982. 

Mr. Donatpson. In the bill that passed the House last vear, it 
was proposed to revise the law with reference to the rates on second- 
class mail, that is, the zone rates and the poundage rates, and every- 
thing else. 











36 POSTAL RATE REVISION 


This proposal is to leave the basic law alone and increase the revenue 
on a percentage basis. Your bill last year was repealing the present 
law with reference to the various zone rates on advertising matter 
and the rate on reading matter, to raise somewhere between $15 million 
to $20 million a year in revenue, whereas this proposal leaves the basic 
rate alone and raises the revenue through a percentage basis. 

In other words, the publisher in bringing his mail to the post office 
will have the postage calculated on the present law, plus 50 percent. 
It is simpler, will cost the Post Office Department less, and it is not 
much, if anything, in excess of what your bill last year provided, so 
far as the first year is concerned. 

The CnarrmMan. The bill that passed the House last year also 
provided for certain increases in fourth-class matter. This present 
bill has no provisions for any increase in fourth-class matter or parcel 
post; is that correct? 

Mr. Donatpson. That is right. 

The Congress, in a supplemental appropriation bill, directed the 
Department to ask the consent of the Interstate Commerce Commis- 
sion to raise the rates on fourth-class mail to make it pay its way, 
and that petition was filed and the hearings have been held. 

I think in the near future the Interstate Commerce Commission will 
make its decision. 

Therefore, there was no necessity to recommend anything on fourth- 
class rates in this particular bill. 

The CuarrMAn. How many employees does the postal service have 
at the present time? 

Mr. Donaupson. Throughout the entire postal service it has, in 
round numbers, about 500,000. 

The Cuarrman. Of course, the personnel has increased considerably 
during the past 5 years since the close of World War IT on account of 
the increased volume and also the expansion of the delivery service; 
is that not correct? 

Mr. Donautpson. Yes. We have extended delivery service to 
984,000 new units during this last vear, which costs on an average of 
$8 million a vear. 

In other words, we have not discontinued the extension of city de- 
livery service because the suburban areas are growing up so fast, the 
population on the fringes of large cities has increased so rapidly, that 
we have extended delivery service to all of those units. 

In the last year, that has extended service to, I think, 984,000, or 
982,000 new units at a cost of about $8 million a year. 

We have absorbed over the last 4 years nearly $200,000,000 of the 
increased cost added to the postal service. 

In the last year it has been necessary for us to increase our man- 
power almost in the same proportion as the increase in volume and 
receipts. 

The Cuarrman. The Department has not been able to make any 
extensions in the establishment of new rural routes for a number of 
months on account of the lack of appropriations; is that correct? 

Mr. Donaupson. That is true. We have investigated each and 
every case of applications for extensions and applications for new 
routes. The Department has segregated all of those applications 
into two categories: Those that met our standards and we would 
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approve if we had the funds, and those we would not approve because 
they did not meet the standards. 

To establish new routes that do meet the standards and to make 
extensions to rural delivery that are justivied and should be estab- 
lished would cost about $500,000. 

The CHarrmMan. Of course, you can do nothing until the Congress 
appropriates suificient funds for that purpose. 

Mr. Donaupson, | am under that prohibition until the funds are 
appropriated, because the appropriation bill prohibits me from incur- 
ring an obligation to spend in excess of the amount appropriated. 

The Cuarrman. Mr. Miller. 

Mr. Mituer. | would like to follow up the rural-route subject that 
was brought out. 

There is a erying need at this time for many of those routes; is that 
not correct? 

Mr. Donatpson. There is a crying need for relief for many, many 
rural carriers that are serving what we ordinarily refer to as heavy- 
duty routes, suburban to large cities, where the rural carrier is work- 
ing anywhere from 10 to 12 hours a day, where he is delivering mail 
into as many as 900 boxes, and maybe fourteen hundred families. 

The money has not been appropriated to do that. We have in- 
vestigated all of them and I have on my desk now a number of those 
cases which should be given immediate attention, as soon as the money 
is appropriated. 

Mr. Mitver. Is not that an intolerable condition? It must have 
a great adverse effect on the morale among these carriers in the post 
offices, who are overworked. 

Mr. Donaupson. I think the carriers involved have a justifiable 
complaint. 

I might say to the committee I have included in the appropriation 
the necessary amounts to adjust those routes. That is in the defi- 
ciency for this year now pending. | have also included the amount in 
the 1952 appropriation. If the deficiency appropriation bill is ap- 
proved and our 1952 appropriation bill is approved, as recommended 
by the Department, we will be able to take care of all of those cases. 

The CuarrmMan. Are these heavy-duty routes mainly in the sub- 
urban areas of cities? 

Mr. Donautpson. Yes. There are some of them that are adjacent 
to small cities, where the growth has been great, but most of them lie 
adjacent to large cities. 

The CuarrmMan. Do you have a question, Mr. Rees: 

Mr. Rees. | have two questions. 

One of my questions is with respect to the absorption of 200 million 
dollars. Can vou extend that just a little, what you mean by the 
absurption of that amount of money, Mr. Donaldson? 

Mr. Donaupson. I think it can be made clear this wav: The cost 
of the postal service this vear is $1,116,000,000 more than it was in 
1945. The receipts have increased by about $360 million; that is, we 
will get $360 million more in receipts this vear than we got in 1945. 

The difference between those two items would be the deficit. The 
deficit is a little over 500 million dollars. 

If nothing had been absorbed, if there had been no economy in the 
operation of the service, the deficit might well have been between 
$700 million and $750 million. 
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The saturation point has been reached. We are constantly making 
surveys to eliminate waste or to take corrective action where we 
think the cost is too high. But the point has been reached where we 
can take very little more out of the service unless we take away from 
the public some of the service to which they are entitled. 

Mr. Rees. I have one other question. 

Going back to the legislation under discussion, | want to ask you 
about this fourth-class mail. I think you said the Interstate Com- 
merce Commission ts likely to come up soon with a decision or deter- 
mination with respect to postal rates. 

Can you tell us how that is then made effective? I am thinking 
about the mechanics of it. 

Mr. Donatpson. Congressman Rees, under the law, I set up a 
schedule of rates on fourth-class mail sufficient to make the fourth- 
class mail pay its way, based upon the volume of fourth-class mail 
being handled at the time those schedules are set up. 

The Interstate Commerce Commission has had extensive hearings 
on that. They have only one of two things that they can do: To either 
give consent, as I have requested, or to reject it. There is no authority 
vested in the Interstate Commerce Commission to change any rates 
| have set up in the schedule. They either reject or give consent to 
what I have asked. 

Mr. Rees. That is, they are either for or against the schedule you 
propose; is that right? 

Mr. Donaupson. That is correct. 

The hearings have been completed with the exception of what vou 
might call a final pleading day, which is set for the 11th or 12th of 
April. That means that all opponents to the increased rates and the 
Post Office Department will file their briefs. 

The Cuarrman. Mr. Postmaster General, what does the schedule 
which you requested the Interstate Commerce Commission to approve 
do about these packages which weigh from 50 to 70 pounds and also 
which are 100 inches in size? 

I am referring to these larger parcels. 

As you know, the express companies have just about gone out of 
business on account of the tremendous increase in the volume of these 
large packages that are being sent through the mail principally by 
the manufacturing and wholesale merchants down to retail merchants 
throughout the country. The employment in the express service has 
just dwindled out because the Post Office Department has been tak- 
ing over business which rightfully belongs to private business, the 
express companies. 

Mr. Donatpson. Mr. Chairman, I am one of those persons who 
believe that the Post Office Department should not be in competition 
with private enterprise, such as express and freight. 

Due to the increased costs in the express charges—and a_ fifth 
application for increase is now pending—it has almost priced the 
express companies out of business. It has channeled all of this express 
and freight to the post office. 

In this petition to the Interstate Commerce Commission, I, among 
other things, request authority to apply a surcharge of not to exceed 
50 cents per parcel for each and every parcel over 50 pounds, or one 
that is too large to be enclosed in a mail sack. 
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The CuarrMan. Do you think such a surcharge up to a maximum 
of 50 cents would have any conside rable effect upon the volume of 
parcel post which you are now receiving? 

Mr. DoNnaLpson. Yes, Mr. Chairman. The limit in weight and 
the limit in size never affected the express companies until there was 
such a disparity in the rates. When the rates were increased for 
express, all wholesalers and some retailers took advantage of this 
thing. It has not affected the mail-order houses, so to speak, but 
truckloads and truckloads of mail come into Washington each day 
from New York and from the east, which formerly came in by express 
wv freight or some other means. 

I think the surcharge of 50 cents per parcel will drive that back to 
the express or the freight business. That is the theory we have 
about it. 

The mail-order houses are not opposing that because they do not 
have too many of those parcels. 

If vou attempt to limit the size of the parcel to, say, 60 inches in 
length and girth combined, or 72, reducing it from a hundred inches in 
length and girth combined, or reduce the weight of the parcel, the 
mail-order houses are in better position to make up two or three 
parcels than these big dealers are who are using our service. 

The big dealers who ship large parcels outside the mails will be up 
against making two parcels out “of one, and the cost of containers and 
wrappers would be far in excess of the saving they would make in 
postage. 

o | feel that the surcharge of not to exceed 50 cents will channel 
this back into freight or express, where it was before, and where 
if belongs. 

The CnatrmMan. How would you handle that surcharge? By the 
zone, or how? 

Mr. Donatpson. No. It would be just a surcharge no matter 
where the parcel went, whether it would be 20 miles or 2,000 miles. 

The CHarrmMan. It would be uniform regardless of the zone to 
which sent; is that it? 

Mr. Donaupson. That is right. The mailer of a parcel that 
exceeded 50 pounds presented at the post office would pay the postage, 
plus 50 cents for the surcharge, regardless of where the parcel went. 

The CuarrmMan. That is, provided you would fix it at 50 cents; is 
thet right? 

Mr. Donatpson. Yes. 

The CuarrmMan. I understand your proposal was up to 50 cents 

Mr. DonaLpson. Not to exceed 50 cents. 

The CuatrmMan. Are not your terminal facilities being strained on 
account of the tremendous increase in the volume of these large 
parcel-post shipments? 

Mr. Donatpson. Indeed, they are. 

The CuatrMan. And is not that quite a serious problem, especially 
in the large cities? 

Mr. Donaupson. It is costly, it is expensive, and it results in great 
delay. It results in handling mail two or three times where, if vou 
had proper facilities, one handling would suffice. 

Mr. Mitvter. Mr. Chairman. 

The Cuairnman. Mr. Miller 
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Mr. Mitier. It means that unless something is done to direct that 
type of mail or business into its proper channels, in the interests of 
efficiency and economy it would require a great capital outlay on the 
part of the Post Office Department to modernize its equipment and 
terminals to meet this condition. 

Mr. Donatpson. My guess, Mr. Congressman, is that it would be 
almost prohibitive to provide the money to handle freight. It ought 
to be channeled back to the express. 

Mr. Minuer. That is, the cost would be prohibitive to bandle it 
to the height of efficiency that vou would be justified in doing unless 
it is channeled out; is that right? 

Mr. Donaupson. That is right. 

The CHarrmMan. Do you contemplate that even the maximum 
50-cent surcharge would have a great effect upon a reduction in the 
volume of these large parcel-post shipments? 

Mr. Donatpson. Yes; I do. 

Mr. Reams. Mav I ask a question? 

The CuatrrMan. Mr. Reams. 

Mr. Reams. Has that application been made to the Interstate 
Commerce Commission for this 50-cent surcharge? 

Mr. Donatpson. Yes. That was made last October. The hear- 
ings have been completed. Final briefs are to be filed the latter part 
of this month. The arguments are set for April 11 and 12. So the 
case has been before the Interstate Commerce Commission since last 
October. 

Mr. Reams. Then that is not a matter of legislation; it is a matter 
that affects indirectly our proceeding, but it will be decided by the 
Interstate Commerce Commission. 

Mr. Donatpson. That is right. 

The Caatrrman. Mr. Lesinski. 

Mr. Lestnsxt. Mr. Donaldson, do you feel that the rates of pay 
should be increased for the post-office employees? 

The CuarrmMan. That has nothing to do with this hearing. 

Mr. Lesrnsxr. I think it has, and I will tell you why, Mr. Murray. 

Your postal rates do not consider that; do they? 

Mr. Donatpson. No. This is a postal-rate bill for increasing the 
revenue. 

Now you asked a question. Do I favor what? 

Mr. Lesrnsxr. A reasonable rate for postal employees. 

Mr. Donatpson. I always favored that postal employees be ade- 
quately paid. I never opposed salary-increase legislation for postal 
employees. I appeared here in 1949—I believe it was—-opposed to 
salary increases across the board, which is distorting the salary bill 
and which has resulted in some postal employees ge tting more money 
than postmasters and supervisors. 

But I think a fair answer to that question would be that the 
Congress should consider what the cost of living is and how much it 
has risen over the period of years and determine what the salary in- 
creases have been. 

It is easy to obtain the figures from the Bureau of Labor Statistics 
to determine whether or not the living cost would justify a further 
increase, and then take action on that line. 

Mr. Lesinsxt. The thought I have in mind is that the postal-rate 
increase does not consider that. In other words, the raise in pay 
would wipe out that gain. 
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Mr. Dona.pson. That has no relationship to salary increases. 

Mr. Lesinskr. It does not; not directly. Indirectly it does. 

You do not have sufficient moneys to pay off these wages, then, do 
you? 

Mr. Donaxpson. I have never had sufficient money over the years 
to do that. It is provided in the appropriation bill by the Congress. 

This question here is trying to bring the revenues more in line with 
the costs of the Department. 

If further salary increases come along and it is the sense of the 
Congress that the costs and revenue of the Department should be kept 
closer in line, then maybe you would have to raise rates again. That 
is the only relationship postal-rate increases have to salary increases. 

Mr. Lesinski. That is what I was driving at. Why could not 
the rates be increased more today to offset the possibility? Why 
could not, say, air mail be raised to 8 cents and first-class to 4 cents 
and so on? 

Mr. Donatpson. I have never advocated raising first-class rates. 

Mr. Lestnskt. I know, I know you have not. I say would it be 
proper? 

Mr. Donaupson. Are you asking me whether or not it should go to 
four? 

Mr. Lesinskr. Yes, sir. Do you think it is proper? 

Mr. Donatpson. No. I am _ unalterably opposed to increasing 
the postage rate on a class of mail that has been paying its way all 
the time and soaking the users of the first-class mail while you are 
doing nothing in the case of the low-revenue-producing mail that 
makes up the deficit. 

Mr. Lestnskr. I agree with you. All right. How about the 
Reader’s Digest, which can be sent anywhere in the country at a cost 
of round 2 cents to deliver that book and still they only pay about a 
third of a cent? 

Mr. Donaupson. I do not believe I understand your question, 
Congressman. 

Mr. Lestnskt. They pay a penny for three books of Reader's 
D:gest to be mailed out, approximately. In other words, the cost 
is a third of a cent apiece. That should be increased before they 
prorate on that particular book, should it not be so? 

Mr. Donatpson. Do you mean increase the price of the book? 

Mr. Lestnskr. No; the postal rate to mail it. 

The Cnarrman. Increase the postage on a magazine like Reader's 
Digest 100 percent over 3 years; 50 percent the first year, and 25 
percent the next 2 years; is not that correct? 

Mr. Donatpson. I beg your pardon. I did not understand your 
question. 

Yes. If vou are referring to Reader’s Digest, it takes three copies 
of Reader’s Digest to weigh 1 pound. The present rate is 1!) cents per 
pound. So the Reader's Digest goes through the mail for one-half 
cent per piece, whereas vou pay 3 cents for a letter. I would never 
advocate raising the letter from 3 to 4 cents and let Reader's Digest 
go through the mails for half a cent a piece. 

The Cuarrman. Mr. Lesinski is making the point that if Congress 
wishes to see fit to increase postal salaries, that then we should be 
giving some thought to getting an increase in revenues. Is not that 
correct? 
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Mr. Lestnsxi. Correct. 

Mr. Donaupson. | think that is in accordance with the statement 
I made yesterday, that these recommendations | have made here are 
based on present-day conditions. 

If there is further increased cost to the Post Office Department in 
the way of transportation rates, pay to railroads, or increased salaries, 
then perhaps I should come back and recommend further increases 
over and above what I have here in rates. 

Mr. Sapiak. Mr. Chairman. 

The CHarrMan. Mr. Sadlak. 

Mr. Sapuak. If | interpret this colloquy between Mr. Lesinski and 
the Postmaster General correctly, then it is the Postmaster General’s 
decision that if there is an increase in the wages of the employees, then 
very definitely there will be a recourse for even larger postal-rate 
increases than is contemplated here at the present time? 

Do I interpret it correctly? 

In other words, Mr. Postmaster General, you are tying directly to 
any increase in the postal salaries, or salaries of Federal employees, a 
pay-inerease bill; is that it? 

Mr. Donaupson. No, sir. 

Mr. Sapuak. I think that is what Mr. Lesinski is endeavoring to 
ascertain. 

Mr. Donaupson. I do not say that. I pointed out very definitely 
in the statement I read yesterday that these rates are based upon the 
present deficit in the Post Office Department, which sets out the 
present revenues and the present cost of operation. 

If the cost of operation was more than it is now, maybe my recom- 
mendations would have been for higher rate increases. I can only 
make a recommendation based on present-day conditions. This has 
no relationship whatsoever to increased salaries. 

But I did point out that this is based upon the present-day costs of 
the postal service, which reduces the deficit from about $520 million to 
about $250 million, and $160 million of that $250 million is a proper 
charge against the taxpayers because it is the cost of performing service 
for the Federal agencies of the Government. 

I do not want to be interpreted here at any time as having any 
thought about salarv increases. This is not a salary-inerease bill. 
That isa matter for the Congress to determine in connection with other 
legislation. 

Mr. Sapiak. I appreciate that, Mr. Postmaster General. But I 
recall I had spoken, I believe it was in Danbury, Conn., on Sunday 
afternoon, at the Elks Club before a clerks’ group. They, of course, 
were vitally interested as to whether an increase in salary would be 
given, or not. 

As a matter of fact, at all these conventions, which I never miss, we 
try to tell them about all the legislation before our committee. In- 
evitably we come back to the one question which they desire answered: 
Are we going to get a raise? 

It seemed I had no more concluded on that day talking about the 
bills that were pending in Congress, and that night the Postmaster 
General had issued a statement that there would be no increase in 
the wages of the men working for the Post Office Department unless 
there was a postage-rate bill passed. 
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Mr. Donatpson. The Postmaster General never made any such 
statement in his whole life. There is nobody on this committee, or 
nobody in the postal service, that is more concerned about postal 
employees than I am, contrary to any statements that may have 
been made to that effect. I never, now or before, at any time, have 
made any statement that postal employees would not get a salary 
increase until a rate bill was passed. I have never made such a 
statement. 

Mr. Sapiak. I should certainly check that, because your friend, 
the postmaster there at Danbury, came to me very shortly after that 
and said the Postmaster General had made a statement to that effect. 
If the gentleman had not made that statement, I should certainly 
retract anything I say about it. 

But I should certainly check it, because I remember it so vividly 
after concluding my talk and the postmaster came to me and said, 
“The Postmaster General just said there would be po increase in the 
salaries unless there is a postage-rate increase passed.”’ 

Mr. Donaupson. I never have met the postmaster, so far as | 
know. I do not know about whom you are talking. I issued no 
statement to that effect; published no statement to that effect. I do 
not believe in such statements, and I never made it. 

The Cuatrnman. Mr. Whitaker. 

Mr. Wurraker. I called the Postmaster General, I reckon, the 
same time you did and talked to him and asked him what it was 
about. I had made the statement that I knew good and well he would 
not do anything that was not for the best for the fellow who had not 
been able to get the raise, because he was in the white-collared class 

The Postmaster General told me he never made any such statement 
and that he was absolutely for the raise, but that he was just like the 
present chairman and the former chairman, that he thought it was 
best instead of putting it right straight across the board to do it as 
you had worked out in the Eightieth Congress. 

Is that right, Mr. Rees? You worked it out? 

Mr. Rees. That is right. 

Mr. Wurraker. It was not across the board. 

The CuarrmMan. We will now proceed down from the end of the 
line so as to give the new members a chance to ask questions. We 
wil start with Mr. Armstrong. 

Mr. Armstrong. Thank you, Mr. Chairman. 

[ do not want to be taken out of turn here, but I want to say I 
appreciate greatly the statement of the Postmaster General and the 
discussion. 

There is a question that occurred to me in, reading the statement 
vesterday. The Postmaster General mentioned the Postal Advisory 
Board appointed by President Truman last year. I was wondering 
if they had an opportunity to study this bill and if they were in sub- 
stantial agreement in regard to its provisions? 

Mr. DonaLpson. Congressman, I want to be fair to the Advisory 
Board. I furnished each member of the Advisory Board with a copy 
of the last annual report of the Post Office Department. 1 furnished 
them with a copy of my statement made before the Appropriations 
Committee. I furnished them with a copy of my statement made 
before the Congress last year on the rate question, and I furnished 
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them, with a copy of the Hoover Commission Report, a copy of the 
Task Force Report, and other literature of the Post Office Department 
which would enable them to understand the problems of the Depart- 
ment. 

We had one meeting, and at that meeting the agenda touched upon 
these various problems of the Post Office Department. 

You must bear in mind that was the first meeting and some of them 
had not had an opportunity to read the material that I had previously 
sent them. We set the next meeting for April 9. 

I would say that it was unanimous in the view of the members of 
the Advisory Board present that there was a need for increased 
postage rates. They seemed to feel that there was no good reason for 
there being such a spread between operating costs and revenues of the 
Post Office Department. 

I sensed that they also felt that the general public believed that 
there should be an increase in postage rates. 

I went over with them what we had in mind, but no specific infor- 
mation was given to them as to what this bill would contain. It was 
merely pointed out that the revenues from a certain class of mail were 
so much, the cost of handling was so much, the subsidy was so much. 
They were also furnished information about each class of mail, the 
cost of handling that class of mail, and the revenue derived from it. 

They were given figures on the cost of handling all special services, 
the revenue derived from them, and the excess expenditures over 
revenues. 

It was the sense of this Advisory Board that there was no good 
reason why special services should be performed by the Post Office 
Department at less than cost. In other words, that the insurance, 
collect on delivery, and registered mail, was an adjunct to the postal 
service and not a purely postal service, and that greater revenues 
should be derived from these low-revenue classes of mail. 

But no statement was made by any member of the Board as to 
what they thought the rates should be, and I did not ask them to com- 
mit themselves on that. 

On April 9 we will meet again, at which time they will have been 
furnished copies of my statement before this committee and copies 
of the bill, so that they will have a chance to study it before they come 
into the meeting. 

Mr. Armsrrona. Thank you. 

[ want you to know also, Mr. Donaldson, that I am in entire agree- 
ment that there have to be some postal increases if we are to approach 
this matter of at least wiping out the so-called deficit. 

I am in agreement that the problem of salary increases has to be 
approached by this Congress because of the inflation. I want simply 
to be entirely fair to the people who are going to pay these increases, 
to be sure that at least the distribution is fair, and also that any savings 
or economies that can be made be put into effect. 

Furthermore, I would like to ask about this question that you 
mentioned yesterday. I am referring to the franked mail, the free 
mail. I believe on page 11 of your statement, mention was made of 
handling of the second-class mail. 

Of course, that has nothing to do with the franked part. 

Mr. Donatpson. No, sir. 
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Mr. Armstronc. Let us hold the franked matter for just a moment, 
and let me ask this question: 

Could you tell us something about the actual out-of-pocket to the 
Post Office Department in the handling of second-class mail? 

Mr. Donaupson. I will give it to you in round numbers. It is 
easier to remember that way. 

The revenue from second-class mail is approximately $40 million 
a year. The cost of handling second-class mail is approximately 
$240 million a year. 

The subsidy, if you want to call it that, or the excess expenditures 
over revenue, is about $200 million a vear. That makes up almost 
half of vour deficit. 

Mr. ArmMstronG. From the second-class mail? 

Mr. Dona.pson. That is second-class mail alone. 

Mr. ARMSTRONG. Suppose, for example, that this increase of 100 
percent in third-class mail—or was it not second-class and third-class? 

Mr. Donatpson. That is right. 

Mr. ArMstrRoONG. Suppose that should be levied upon those who 
use the postal service. A good many of them are under price control. 
It seems to me they are going to be caught in this situation. Can you 
suggest whether or not they would be permitted to raise their rates on 
the commodities they sell, magazines. or whatever it happens to be? 

We have to take that into consideration because if we levy this addi- 
tional cost on them they have to pass it on to the consumer. 

Mr. Donatpson. | am not speaking as an authority on price con- 
trol, but this recommendation for a 100-percent increase in second-class 
mail is over a period of 3 years. At the end of 3 years the publishers 
of second-class material will be paying $40 million more postage. 

There would still be a $160 million subsidy on that class of mail 
even after this 100-percent increase. 

Our loss now is about $200 million in a year, and IT only propose 
to get about $40 million additional revenue over the period of 3 years. 

That still leaves $160 million in subsidy. 

But I know nothing, of my own knowledge, that would prohibit an 
increase in advertising rates or increase in subscription rates. I know 
nothing in price control that would prevent that. 

Mr. ArmsrronG. Do you mean even with the 100-percent increase 
we would have an additional revenue of only $40 million? 

Mr. Donautpson. That is correct. That would still leave a sub- 
sidy of $160 million. 

Mr. Armstrona. In regard to this free mail, the franked mail, did 
I understand that we could set a sort of policy, that is, we might look 
toward setting as a policy that this franked mail, the free mail, would 
not be classified as a burden upon those who use the postal service; 
that we might set aside special appropriations to take care of it as 
though it were a public service, which, indeed it is? 

Mr. Donautpson. No, Congressman. There is a law at the present 
time that authorizes the Post Office Department to render its annual 
report upon a cash basis and a bookkeeping basis. The Department 
has a right, under the law, to take credit for these nonpostal items, 
one of which is the franked mail. and set that aside. 

In my report I have stated that this should not be passed on to the 
users of the mail. You should have a $160 million deficit in the Post 
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Office Department and a $160 million deficit would be a balance on 
a bookkeeping basis. 

In other words the franked mail, the penalty mail, the subsidy air 
mail, and all other free services we perform, should not be passed on 
to the users of the mail in increased postage rates, but should be set 
aside and not figured into the deficit. 

I do that each year. I make a cash statement and a bookkeeping 
statement. On the bookkeeping side I can take credit for this $160 
million, which is permissible now under the law, and it is plainly set 
out in my report that should not be considered as a part of the deficit 
on which rates should be based. 

Mr. Armsrrone. But it is now considered a part of the total $520 
million deficit, is it? 

Mr. Donaupson. On the cash basis, it is part of the cash deficit. 
On the bookkeeping side it is separate. 

Mr. Armsrronc. Do you not think we need a new statement of 
policy on that, to clear public thinking, if nothing else? 

Mr. Donaupson. That is being enunciated from time to time. I 
think it is pretty well known and repeated from time to time. 

Of course, you were not here. The public generally understands 
that if vou want to operate the Post Office Department on a cash basis, 
you would have to appropriate money to the various departments of 
the Government, to the Members of the Congress, to pay their postage. 
That would be just taking money out of one pocket and putting it into 
another, as far as the Government is concerned. 

Mr. Corserr. | wonder if the gentleman will vield for just a minute. 

Mr. Armstrrona. Yes, sir. 

Mr. Corserr. I think it would be good if the record would show 
here, Mr. Postmaster, approximately what constitutes the $160 
million of the special services. IT would particularly like to emphasize 
it because we are so frequently told that all of this charge is franked 
mail. IT think it would just be good to have it shown here in the 
record what is included. 

Mr. Doxaupson. I think I have made that clear. I have also 
pointed it out in my statement, and it was also pointed out in the 
President’s message. 

But 1 can give vou these items, Congressman Corbett. 

Each vear we submit to the Secretary of the Treasury a statement 
consisting of these nonpostal items. It is comprised of penalty mail, 
which is the use of the mail by all departments of the Government, 
excepting the Congress; franked mail, the use of the mail by Congress. 

Mr. Corserr. What I wanted was the amounts there. 

Mr. Donaupson. The total amount of nonpostal items, as pointed 
out in my report, is $160 million. 

Mr. Corserr. That is all very clear, but I wonder if we could not 
show here in the record what the penaltv mail cost is, what the franked 
mail cost is, What the subsidies cost, and so on. [I thought vou might 
have that readily available. 

Mr. Donaupson. Yes. 

In the report to the Secretary of the Treasury under date of Decem- 
ber 15, 1950, there is the statement: 
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The estimated amount which would have been collected at regular 
rates of postage on matter mailed during the vear by: 


1. Members of Congress under the franking privilege $1, 366, 370 
2. By others under the franking privilege 60, 368 
Tete. .... 1, 426, 738 


The estimated amount which would have been collected during the 

vear at regular rates of postage on publications going free in the 

country 709, 368 
The estimated amount which would have been collected at regular 

rates of postage on matter mailed free to the blind during the 

vear 120, 053 
The estimated difference between the postage revenue colleeted dur- 

ing the vear on mailings of newspapers and periodicals published 

by and in the interests of religious, edueational, scientific, philan- 

thropic, agricultural, labor, and fraternal organizations, and that 


which would have been collected at zone rates of postage 170. O87 
The estimated excess during the year of the cost of aircraft service 
over the postage revenues derived from air mail 36, 112, 390 


The estimated amount which would have been collected at regular 

rates of postage on matter mailed during the vear by officers of the 

Government (other than those of the Post Office Department 

under the penalty privilege, including registry fees: 

Postage 57, 339, 613 
Registry fees including surcharges 3, 692, O75 

The total in that one item alone is $81,031,688. 

Mr. Corserr. Thank you. 

Mr. ArmstronG. Thank you, gentlemen, and Mr. Donaldson. 

Clearly these items are public service. For example, mailings to the 
blind is a welfare service and a good service, and these educational 
publications are a service. 

But it seems to me that if this item could be appropriated for in 
some other manner than a charge against the Post Office Department 
and a charge upon those who pay postage it would, to that extent at 
least, relieve the pressure. 

Do you not think so, Mr. Donaldson? 

Mr. Donaupson. It was tried once. Congress at one time enacted 
legislation to require all departments of the Government to use 
postage. Special postage stamps were printed for that purpose. 
There were very good reasons why Congress repealed that before it 
was in effect very long. 

[ think that maybe the dissemination of information along this line 
to the public would be helpful to the Department. | have tried to 
stress time and again that all of these items that go to make up what 
are called nonpostal items are set aside. In the President's message 
he states that these charges are in the interest of the Government and 
should not be passed on to the users of the mail. 

In my statement | do the same thing, and | point out it is $160 
million. 

I have recommended time and time again that the subsidy for air 
mail be separated from the cost of performing a postal service for the 
airlines. That is a most difficult problem. 

Frankly, I have no answer to how that can be done. It has been 
studied in Congress over the last 4 years and there are three or four 
bills now under consideration. 

Your reasons are good, because the public ought to know what 
those items are. For instance, some of the public state that if you 
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pay postage on all of this official mail by Members of Congress and 
by Government departments and that if vou did not pay a subsidy 
to the airlines you would not have any deficit. 

Well, the total of all of those is $160 million, and that is far and 
wide apart from $521 million. You are right. 

Mr. Mitier. Would you yield to clarify something in my mind? 

Mr. Donaupson. Yes, sir. 

Mr. Mitier. Out of that $160 million you place penalty mail at 
$57,339,613 and registry fees included in that are $23,692,075. 

Mr. Donatpson. That is a total of $81,031,688. 

Mr. Miuuer. In that $57 million, for instance, there are included 
all of the users of the mails, such as Selective Service, the Department 
of Agriculture, and the Veterans’ Administration. That registry fee 
is primarily attached to the Veterans’ Administration. 

Mr. Donaupson. It is what we call free registry, for which we 
collect no surcharge. 

Mr. Mituer. But that is for checks going out primarily to veterans, 
is it not? 

Mr. Donatpson. I do not know what makes up the biggest part of 
this free registry. Maybe Mr. Wentzel could answer that. 

Mr. Wenrzev. That represents the surcharge on valuable shipments. 

For instance, the Treasury Department is shipping large amounts 
of currency and coin. 

There is also, as you know, Mr. Miller, a surcharge on valuable 
articles that go by registered mail. 

Mr. Mixer. I just wanted to clarify that a little bit. 

Mr. Wenrzev. It is mostly in that connection. 

Mr. Mitier. So that part of this $160 million that is actually 
charged for franked mail, that is, mail originating in Congress and 
certain of the departments, is only about $1,366,000. 

Mr. Donatpson. For Congress, sir? 

Mr. Mituer. Yes. 

Mr. Donaupson. That is right. 

Mr. Mituer. I just wanted to bring that out very definitely while 
we were on it, that less than $1,400,000 is actually chargeable to the 
franked mail that emanates from Congress. 

Mr. Donaupson. That is right. That is the amount of postage 
we would have collected. 

The CuarrMan. Are you through, Mr. Armstrong? 

Mr. Armsrrona. | have just one more question, or comment, to 
highlight this subject. 

In London, in late 1949, I made a study of the breakdown of the 
items being spent by the British Government of the ECA money 
coming from the United States. I was quite interested in observing 
that we are subsidizing to the tune of a good many millions of dollars 
such things as newsprint and other expenses of the British newspapers 
and magazines. 

In other words, we are taking our tax money and subsidizing them. 
We are now adding an additional burden upon our magazines and 
newspapers and others who use the postal service. 

So vou see, it makes us all the more interested in trying at least to 
protect our own American taxpayers, as well as the users of the postal 
service. 
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Do you not think to that extent we are going to have to be vigilant 
not to place too heavy a burden upon them? At the same time, we 
are throwing our money away to almost every other country under 
the sun to subsidize them. 

Mr. Donautpson. Well, we do not have such subsidies in the opera- 
tion of the postal service 

But I want to point out to you that there are two kinds of taxpayers 
in this picture. Whether you use the mails, or whether you do not, 
as long as you have a subsidy in the operation of the postal service 
you will pay taxes to make up this subsidy. 

So the question revolves around whether the person who uses the 
mail pays the cost of the postal service or whether the taxpayer who 
does not use it at all has to pay the cost. 

For instance, maybe I use the mail only incidentally. Maybe my 
postage bill is no more than $50 a year. Yet say that 1 had an income 
of a million dollars last vear. Part of my taxes on that million dollars 
would go to make up this subsidy for the people who do use the mail, 
who do not pay sufficient postage to pay its way. 

That is one side. The other side is as you have described it. After 
all, it must be a policy decided by the Congress. 

Mr. ArmstronG. Thank you. 

The Cuarrman. Mr. Reams, did you have any additional questions? 

Mr. Reams. Mr. Postmaster General, I am referring to the 1949 
cost-ascertainment report. On page 11 there is a very excellent sum- 
mary which refers to the various classes, the first-class, domestic air 
mail, second-class, third-class, fourth-class, foreign-service mail, 
foreign air mail, registered mail, insurance, collect on delivery, special 
delivery, money order, postal notes, postal savings, and unassignable. 

Out of that list, in 1949 it appears that the only services which had 
an excess of revenue over apportionate expenditures, in the mail 
category, was first-class mail, of $82,064,709, and postal savings and 
unassignable; is that correct? 

Mr. Donatpson. Yes, sir; that is right. 

Mr. Reams. So all of these other services had an excess of expendi- 
tures over their revenues? 

Mr. Donaupson. That is right. 

Mr. Reams. Will you give us just briefly some idea of how that is 
ascertained? In other words, how can you tell what the cost of 
carrying first-class mail is? 

I ask that because this is the thought in my mind: You have to 
have a post office if you have only first-class mail. You have to have 
postmasters and letter carriers. Then how do you tell what is the 
excess of cost over expense, and how do you apportion the fixed costs, 
the readiness-to-serve cost that is there whether you have these other 
services or not? 

Mr. Donatpson. The cost ascertainment is taken four times each 
vear, one week in each quarter. At that time, every piece of mail is 
counted. The revenue from each piece of mail, every special service 
transaction, is counted. The total cost for that 1 week is apportioned 
and the ratio for overhead costs that you are talking about is appor- 
tioned to the various services. 

Of course, if you eliminated fourth-class mail, took it out of the 
mails; if you eliminated second-class mail, took it out of the mails; 
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if you eliminated all classes of mail but first-class mail and took them 
out of the mails, then the postal service would be operating for first- 
class mail only. Then the cost of the postal service would be greatly 
reduced. 

We would not need the space in the Federal buildings that we have. 
We would not have cost ascertainment. 

That cost ascertainment takes in all costs for that one week, as to 
each and every service, based on all costs, including emplovees’ sal- 
aries, transportation costs, motor-vehicle costs, rural delivery costs, 
city delivery costs, and all of the costs of the postal service. 

That cost ascertainment is taken at about 500 post offices. Perhaps 
60 to 65 percent of the revenue comes from a certain number of large 
offices. Cost ascertainment is taken in each one of those offices and 
then a sampling is taken of other classes of office, second-class, third- 
class, and fourth-class. 

Then this cost ascertainment over those four cost-ascertainment 
counts, once each quarter throughout the year, is apportioned over 
the whole vear. 

There has been some criticism that this system could not be accu- 
rate. The criticism is justified to this extent: The only way you can 
make it accurate is to take cost ascertainment in each and every post 
office throughout the United States, in each and every day of the 
vear. That would be prohibitive in cost and would slow up the 
handling of the mail. 

In 1929 and °30, a Mr. Tilton, who was then Third Assistant Post- 
master General, and who was an efficiency expert, a certified public 
accountant, decided that he ought to try to find out what these 
criticisms are and see if he could not get an exact vardstick for appor- 
tioning all of these costs. Two years were spent by groups of postal 
people in making surveys in the post offices. When they got through, 
he stated that this is as accurate as it can be made without the 
prohibitive cost of slowing up the mail. 

A few vears ago when some criticism was pointed to it, the Post- 
master General got authority from Congress to spend a certain 
amount of money to employ outside rate- and cost-ascertainment 
specialists. They worked for about 2 years on the same thing you 
are talking about. All they did was to change a few little things in 
the cost ascertainment and to extend the sampling of it further. 
When they left, they stated that this is as accurate as it can be made 
and the cost ascertainment is sufficient and is justified to the extent 
of apportioning the costs of the Post Office Department and allocating 
them. 

Mr. Reams. I do not question the sampling so much. I realize 
that can be reduced to a fairly accurate science. But, for illustration, 
suppose a hundred first-class letters produce $3; suppose one parcel- 
post package brings in a revenue of $3, and down through the other 
services suppose it is apportioned. 

How do vou determine what part of the fixed costs of operating the 
system, which must remain in readiness whether it is used, or not, 
what part of that goes to each 3-cent stamp and what part of it goes 
to each unit in parcel post? 

Mr. Donatpson. It is allocated on the basis of the amount of mail 
that is handled in the various classes and revenues from that class 
that you speak about and the cost of handling all of those classes. 
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In other words, if you have a certain number of letters handled on 
that particular day, the revenue from that is so much, the cost of 
handling it is so much. The clerical cost is right there because the 
record is made of the man-hours that are used in handling that class 
of mail, and the cost of those man-hours. 

The same thing applies to the fourth-class mail. There is revenue 
derived from handling that class of mail. It goes all down the line. 

Then the over-all thing is apportioned. The transportation charges 
are apportioned. 

For instance, parcel post perhaps takes up 65 percent of the trans- 
portation costs, maybe as much as 70 percent. So those are all allo- 
eated during that count, the count for that week, which shows each 
day of the week the very thing that you are pointing out: the cost of 
handling these different items. It shows the revenue derived for 
each one of them and then the proper apportionment for the overhead 
costs. 

Mr. Reams. Thank you very much, sir. 

This is a very excellent report. One thing that it did not explain 
to me is what vou just explained, and very clearly, I think, that vou 
feel there was not any undue guess made in ascertaining the cost of 
handling the various types of mail and that it was reduced to a fairly 
accurate figure as to what the costs of the various types were. 

Mr. Donatpson. I am perfectly satisfied as to that. To justify 
my satisfaction | made a survey and a count in the fourth largest post 
office in the United States, for one complete pay period of 15 days, 


where each employee’s time was allocated to the work he was actually 


doing. It cost a considerable amount of money to do it. Each 
employee was followed throughout his work. If he spent 2 hours on 
one thing his time was counted to it; if he spent 4 hours on something 
else, his time was counted to that function. Then at the completion 
of each pay period, with all of these allocations of cost and so forth, 
with all those spread out on a large sheet of paper, | was within $100 
of the cashier’s report on the cost of the operation. That is how 
accurate it was, 

Mr. Reams. It is a very interesting and a very fine report. That 
report shows that in the postal services, that is, not the banking 
services, as we might call them, which is the postal savings, but the 
actual post-office services, the only one that has an excess of revenue 
over the apportioned expenditure is first-class mail. 

Mr. Donatpson. That is right. 

Mr. Reams. The rest have a very high percentage of deficit. 

Mr. Donaupson. That is right. 

Mr. Reams. Thank vou. 

The Cuarrman. Mr. Reams, let me say that about 5 vears ago the 
Congress made a total appropriation of $100,000 for the purpose of 
examining the cost-ascertainment system in the Post Office Depart- 
ment. In charge of the survey was Mr. Heise, who was with the 
American Telephone & Telegraph Co. He spent about 2 vears re- 
viewing and examining the cost-ascertainment system. After his 
very exhaustive survey he said to us it was the best that could be 
devised and he was thoroughly satisfied with it. 

Mr. Reams. Thank you. 

Mr. Mutier. I believe, too, Mr. Postmaster General, that either 
in the Hoover report or its task force report, there is mention of the 
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cost-ascertainment report. It says in effect that it is the best that 
can be devised and they have no suggestions as to how it could be 
improved. It is true that there are maybe tolerances in it, but I 
think they made that statement. 

Mr. Donautpson. Yes. The task force was on it for a matter of 10 
months. They were the Heller Associates of Cleveland, Ohio. It was 
headed by Mr. Elemndorf. He told me after going over all of these 
cost-ascertainment figures and the manner in which the cost ascer- 
tainment was taken that the only way it could be improved upon was 
if you wanted to take cost ascertainment every day in the year and in 
each post office in the year. That would be prohibitive in cost and 
would delay the mails. It does delay the mails 1 week in each quarter 
when we make these tests. 

Mr. Mixuier. | think, Mr. Chairman, Mr. Reams should be con- 
gratulated for bringing this out at this time. As one who has heard this 
matter for the third time, before we are through with it you are going 
to hear the cost-ascertainment report attacked and condemned. 

I am very glad that you brought it out at this time, Mr. Reams, 
while the Postmaster General is here. I think you ought to cross- 
examine him very well on it because it is certainly going to have rocks 
thrown at it as far as cost ascertainment is concerned. 

The CuarrmMan. I concur in Mr. Miller’s observation. 

We will next call Mr. Williams. 

Mr. Wixurams. Mr. Postmaster General, what is the expense of 
delivering the daily newspapers in the rural communities? I am 
referring to the R. F. D. routes. What is the cost of delivering that 
daily newspaper? 

Mr. Donatpson. The daily newspaper published at, we will say, 
such and such a city is not delivered through the postal service in the 
city in which it is published. That is delivered by the newspaper's 
own carriers. 

The daily newspaper has free in the county to subscribers in the 
county in which it is published, unless the paper is delivered through 
the rural routes or through city delivery offices. 

In other words, to take my own home county in the State of Illinois, 
there is only one city delivery office in the county. Therefore, the 
subscribers within that county are what are known as free distribu- 
tion, so far as the paper is concerned, within the county. Outside 
the county I think they pay the regular rate of 1}: cents per pound 
on reading portions of the paper and graduated rates, according to 
zones or distances to which the paper is carried. 

The free in the county is not disturbed in these recommendations 
at all, excepting the minimum rate. The pound rate is not disturbed. 

The CuarrMan. Do you have any further questions, Mr. Williams? 

Mr. WixuiaMs. No. 

The CuarrMan. Mr. Lantaff. 

Mr. Lanrarr. I just want to commend you for this very fine 
presentation on the postal rate structure, Mr. Postmaster General. 

Mr. Donatpson. Thank you very much. 

Mr. Lanrarr. You have done a wonderful job in presenting this 
to us. 

| would like to cover one phase that has been just briefly touched 
on and which may sound as not germane to this discussion, but I 
would just like to ask some questions on it. 
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At the time I was a candidate for membership to this body, I, of 
course, appeared before several groups of postal workers. That was 
back in the spring of last year when there was no discussion of any 
pay raises. I was never asked to vote for any pay raises for postal 
employees. 

The only thing I was asked was to give consideration to the need 
for increasing the postal rates, because the postal workers, exhibiting 
a pride in their Department, were tired of this criticism that was 
directed against them, about a deficit. 

As you know, we receive numerous letters about pay increases, 
but there is one letter here that I would like the whole committee to 
hear, and especially you, General, because it is so different. It is a 
letter that is written by an individual who is writing it from the heart. 
I think that in consideration of the postal deficit, this, to me, is a 
very integral part of my consideration of how the deficit should be 


made up. 

If the committee will bear with me a minute, I think it is worthy 
of our consideration. 

This letter is addressed to me and states: 


No doubt you’ve seen stacks and stacks of statistics, figures, and graphs on the 
“average mail carrier.’’ Those reports have their value, I’m sure; but they are 
rather lifeless and academic. I want to tell you here about a real-life situation. 
It might help to prove a point. 

I am a carrier, lower-grade, with a semimonthly take-home pay of $114. I have 
a wife and two children, one 16-months and the other 4-months old. We are 
paying out of that $114, twice a month, $23.50 on the house, about $25 on furni- 
ture, about $15 on insurance, about $7 on transportation, about $10 on utilities, 
about $12.50 for tithes to the church. That leaves about $21 for groceries for 
2 weeks—out of which amount we have to buy milk and the very expensive baby 
food for our children. That’s not much for food, as you surely know. We 
seldom eat meat; and, believe it or not, manage on two meals a day usually. 

We get milk for the children, but my wife and I can’t afford to drink it. Every 
payday when we work on our budget we say, ““Now, we’ve just “ot to have more 
money left for food’’—but somehow or other we don’t. We neither one smoke 
nor drink, and we spend nothing, absolutely nothing, for entertainment. We 
aren't able to save anything. And my uniforms are wearing out; our clothes 
are needing replacements. But there’s no money to do it with. There'll come a 
day when we must face that necessity, but we don’t know what we’ll do about it. 

Sad story; isn’t it? I really wouldn’t bother you with it, but vou fellows up 
there hold the ‘‘Yes’’ or ‘“‘No”’ for thousands of us in this same boat. We can’t 
strike or bargain or do any of those things that our friends in industry do. All we 
can do is tel! you our story and have faith that you will be kind enough to vote in 
our favor. 

I’m not asking for better working conditions, shorter hours, and so forth. Since 
the curtailment my route is so overloaded that I seldom ever get it done during the 
day. I goto work about 5every day and grind at such a fast pace that when I get 
home I’m hardly fit for anything else—and this in spite of the fact that I’m young, 
healthy, decidedly nonneurotic, and love the post office. It would help my feelings 
a lot, though, if I didn’t have to worry so much about being able to support my 
family on the pay I get. 

There you have it. I’ve always felt it’s degrading to beg, so I won't do that. 
I just trust you'll do the right thing.”’ 

That letter was so different that [I started thinking in terms of this 
deficit and in terms of the fact that we in Government have failed to 
stop the increased cost of living. We have done a lot of talking about 
t, but we have not stopped it. 

Through the ESA, we have authorized employees in private in- 
dustry to obtain up to a 10-percent increase. So, I came to the con- 
clusion that the only right thing would be to consider the same cost- 
of-living increase for postal workers since the last pay bill was enacted. 
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The basis of this whole statement that I have made is to ask you 
if you have ascertained how much additional money would be required 
to give the postal workers an increase in compensation based on the 
increased cost of living since the last pay bill was enacted? 

Mr. Donaupson. We have analyzed several of the bills that have 
been introduced over here. Many of them were for salary increases. 
I want to give you very clearly, as clearly as I can in a few words, my 
position in the matter. 1 will give you my position whether it be 
official or personal. 

Certainly the postal people should be treated as fairly as people in 
the outside industries. 

That answers the first part of your question. 

I think that all of the workers should be given a living wage. No- 
body is more conscious of the high cost of living than I am, because 
I make less money today than I did 10 years ago on a much less 
salary. I am very well informed about the situation, just such as 
you read in that letter, because I get many letters of the same type. 

Certainly consideration should be given to treat all of the Federal 
employees equally as well as your employees in private industry. If 
the take-home pay of the employee in private industry is more than 
the take-home pay of the postal employee and then the employee in 
private industry gets a raise, certainly the postal employee should 
get it. 

[ have never been opposed to seeing that the postal people get a 
living wage. I believe in that very much. 

1 think all of us must be cognizant of the fact, of course, that to 
stop the cost of living is harder to do than just talk about it. We 
have done a lot of talking about it. It is a hard problem. It is a 
difficult thing. Certainly, as a postal employee, | would much prefer 
to see my living cost reduced than my salary increased. 

Mr. Lanrarr. They have all stated that to me. 

Mr. Donaupson. It becomes a spiral. There are increased salaries, 
increased living costs, and then increased salaries, and so on. That 
is what we have had over a period of vears. 

How that problem is to be solved is not known to me. I have no 
superknowledge as to how you can solve it. 

But I do want to say that I am firmly convinced—and I have 
never been opposed to adequate salaries for postal employees—I am 
firmly convinced they should be treated just the same as the employees 
in the outside industries. 

In the postal service you have a group of employees who, comparing 
them for loyalty and application to duty, compare more favorably 
than any other group of Federal employees or any group of employees 
outside of the Federal Government. 

Mr. Lanrarr. | think your statement is very true. I know Mr. 
Reuther said the other day they would gladly forego their increase if 
the Government would roll back the cost of living to its previous level. 

Assuming we are unable to do that, my question was how much this 
so-called deficit would be increased if the Congress should see fit to 
adjust these salaries somehow on a cost-of-living index. 

Mr. Donatpson. I think the chairman pointed out vesterday that 
ach hundred-dollar salary increase cost $50,000,000. You ean strike 
the average salary of the postal employees and add 10 percent to it. 

Mr. Lanrarr. We did not consider it from the cost-of-living stand- 
point. 
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Mr. DonaLpson. No. 

Mr. Lanvarr. That is what I wanted. 

Mr. Donaupson. If you figure the average salary of the emplovees 
is, say, $3,000, and you took 10 percent of that, that is $300. So, for 
each hundred-dollar increase, it would cost $50,000,006. 

Therefore, for a salary increase of.$300, it would cost $150 million. 

A lot of these bills are being analyzed in the Post Office Depart- 
ment. I think one of them carries a 17-percent increase. 

Mr. Lanrarr. I am not thinking just in terms of percentage; I 
am thinking in terms of adjustment on the cost of living. Assuming 
that there will be an additional figure that vou would place as a 
deficit, would you then recommend further increases in any of these 
rates? And, if so, does the General have any idea which rates could 
be or should be further increased? 

Mr. Donatpson. I probably will be standing alone in this. After 
all, Congress must set the policy; but, in my opinion, the Post Office 
Department should be run as a business institution, just as any 
other communication system is run, but not for profit, and the users 
of the postal service should pay the cost of the postal service. 

Now, that is my own personal opinion. 

Also, the rates should be sufficient to make the postal service pay 
its way in rates passed on to the users of the mail and not to the 
taxpayers generally, whether they use the mails or not. 

Therefore, under my reasoning of this, with no opposition to 
increase salaries, my reasoning would be that you should always 
adjust the rates on classes of mail and the fees on special services to 
meet the costs of the Post Office Department, excepting the subsidy 
that I mentioned awhile ago, $160 million, or whatever that may be. 
Salary increases of post-office employees obviously should not wait 
until Congress does something like this. 

1 mean if the living conditions are intolerable, some recognition 
should be taken of it. 

But, at the same time, it is highly important, when you pass on 
salary increases, that vou tell me where to get the money to meet it. 

The Cuarrman. Do you have any questions, Mr. Golden? 

Mr. GoLtpen. No questions. 

The CHarruan. Mr. Gross. 

Mr. Gross. First of all, | want to comment very briefly, and I am 
sorry my colleague has left the room. I tried to interrupt him vester- 
day when he brought up again the horrible example of subsidies for 
farmers. I just want to make one or two comments on that. 

The Cuarrman. Let us not get too far afield. 

Mr. Gross. I am not going to get very far afield. 

I am opposed to using the farmers as a horrible example. 1 want 
to say to my colleague from Pennsylvania that long before farmers 
got a single dollar in subsidies we had such a thing as Pittsburgh-plus, 
with subsidies made available to the railroads and the steel industry, 
and so on. 

The CHatrmMan. Let us not get into those questions. 

Mr. Mituer. As long as it is on that side of the table, let them ret 
into controversy. 

Mr. Gross. Mr. Chairman, | will proceed. 

Mr. Donaldson, vou have emphasized and reemphasized the need 
for revenue? That is the basis of this bill; is it not? You have 
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emphasized the need for additional revenue for the Post Office 
Department. 

Mr. Donaupson. That is right. That is what this bill is about. 

Mr. Gross. I noticed in this morning’s Washington Times-Herald 
the story that, in a political campaign, an Oklahoma newspaper was 
able to send several hundred thousand copies through the mail at a 
second-class rate, apparently in violation of postal regulations. Does 
the Post Office Department approve of that loss of revenue? 

Mr. Donatpson. I read the same article to which vou are referring. 
I do not know any of the facts about the case yet, and I am not 
inclined to believe everything I read until I get the facts. 

I do not know whether there was any violation of law and what was 
alleged to have been done; neither do I know that this has been done 
to the extent that the story portrays. 

Certainly there is no excuse for taking advantage of a low rate of 
postage to clutter up the mails with matters such as were pointed out 
in this article in the Herald. Whether that is true or not, I do not 
know, but that abuse has been carried on by members of each party 
at some time or another in each campaign ever since I have been in 
the postal service. 

Mr. Gross. Does the Post Office Department condone it? 

Mr. Donatpson. Of course, the Post Office Department does not 
condone it. 

What are you going to do about it if the law permits it? 

Mr. Gross. Does the law permit it? 

Mr. Donatpson. I am not sure about what this is. I will have to 
study this matter very carefully and find out just what happened. 
I have had no report on this thing except what I saw in the paper. 

Mr. Gross. There has been one exceptional example of that. 
In the 48 States in the last campaign the Post Office Department 
would have lost approximately a half million dollars, on the basis of 
these figures that there was a loss of 10 to 12 thousand dollars in the 
State of Oklahoma alone. Is not that true? 

Mr. Donaupson. In this last campaign I saw with my own eyes 
more sacks of matter being mailed out under the congressional frank 
than I ever saw before in my life. 

Mr. Gross. But that is begging the question. I am not for it, and 
I do not use the frank for that purpose. But that is begging the 
question, 

I am speaking of a specific instance here, in which the facilities of 
the Post Office Department were used presumably for cash-paid 
distribution of campaign material, and apparently the Post Office 
Department approved this thing. 

I hope that you go to the bottom of that situation, that this com- 
mittee will be informed, and that those responsible will be made to 
pay the penalty for it. 

Mr. Donaupson. If I had to comment upon every article that 
appears in the newspapers without knowing the facts in the case, I 
would get into more trouble than a man im a barrel of rattlesnakes. 

The Cuarrman. It does show how frightfully cheap second-class 
matter can be sent through the mail. 

Mr. Gross. Yes, with the approval of the Post Office Department. 

I have one or two other questions. 
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I believe vou made somewhat of an inaccurate statement a moment 
ago when you said that you had much less money, in terms of what 
vou are able to save today, that you had much less money and much 
less salary? Is that correct? 

Mr. Donatpson. A few years back, when [ made $7,500 a vear, 
| had more take-home pay than I have today. 

Mr. Gross. That may be true, but vou do not have much less 
salary. 

Mr. Donaupson. I did not say “salary’’; I said much less take- 
home pay. 

Mr. Gross. I think the record will show vou said ‘‘salary.”’ 

Mr. Donatpson. No; I said take-home pay. 

We were talking about what this carrier described as his take-home 
pay, and that is the reference that was made to it. 

Mr. Corserr. If the gentleman will vield, he is talking about what 
he has left after he has to pay the subsidies. 

Mr. Gross. I understand perfectly. The point is that the need for 
additional revenue at this time is based in a large part upon this in- 
flation that has been going on. Is that not true? 

Mr. DonaLpson. No; that is not a true statement. The increased 
revenue is because of increased costs to the Post Office Department, 
as I pointed out in my statement. I made the statement two or three 
times that the cost of the postal service this year is $1,116,000,000 
more than it was in 1945. 

Those increased costs are made up of $800 million in increased 
salaries, $175 million in increased transportation costs, and increased 
costs for everything we buy, for rentals on post offices, rentals on 
stations, and the cost of trucks, and so forth. 

Mr. Gross. Yes; but inflation is playing a part in that, and a big 
part in your increased costs; is not that true? 

Mr. Donaupson. Does inflation have anything to do with the 
increased cost of transportation? 

\Ir. Gross. Yes; very decidedly. 

Mr. Donatpson. Does it have anything to do with the increased 
costs of salaries? 

Mr. Gross. Of course it does. It has a tremendous impact upon 
it. You are going to rent another substation in Waterloo, Iowa, 
where | come from, and you are going to have to pay a higher rental 
out there because you have been ousted from the building you pres- 
ently occupy. 

Mr. Donaupson. Does not that have to do with the higher cost 
of living? 

Mr. Gross. Certainly. And inflation is a major factor in the 
higher cost of living. 

The point I want to get at is that it is just as inevitable as it can 
be that if this administration is going to permit skyrocketing inflation, 
skyrocketing cost of living, that there is just going to have to be an 
increase in the postal workers’ wages. You cannot dodge the issue 

Have you made any cost accounting of the increased cost of living 
to the employees of the Post Office Department? You say that you 
want to do everything that you can for them, that you have a high 
regard for your own emplovees. Would the Postmaster General bring 
ina bill to inerease the salaries of the lower paid postal employees? 
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Mr. Donatpson. Let me ask you this: Have you made any estimate 
of it? 

Mr. Gross. No; but I have plenty of mail to show what is going 
On. 

Mr. Donaupson. It is the responsibility of the Congress to deter- 
mine ya 

Mr. Gross. It is the responsibility of the Congress to determine an 
increase in postal rates, and I am for a reasonable increase in postal 
rates. 

It is the duty of Congress to enact that legislation, but you have 
brought the bill here. 

Mr. Donaupson. Yes. That is because of the financial condition 
of the postal service. 

Let us get back to the salary question you are talking about. 

I never “opposed salary increases to postal people. I do not oppose 
them now. It is the duty of the Congress to determine how much of 
an increase they should have, based on statistics you asked me to give 
you. lam not in possession of them. 

Mr. Gross. I should think you could obtain that. 

Mr. Donatpson. Yes. Of course, you could, too. 

I am not appearing here on a salary bill, but a rate bill. If I appear 
on a salary bill I will fortify myself as to the facts you are asking. 

Mr. Gross. That is for an increase for those who are desperately in 
need of salary increases among postal workers. 

The CuarrMan. That is not for the Postmaster General. 

Mr. Donaupson. | have no authority to increase salaries. 

Mr. Gross. Could you not make some recommendations? 

Mr. Miter. I would like to inform my colleague that I have bills 
in to give them an increase, and at the proper time I will make my 
effort to get them before this committee. I trust he will support 
my effort. 

Mr. Gross. Do not worry about that, if they are reasonable. 

Mr. Mituer. | just wanted you to know I| have bills in. 

The CuatrmMan. Are there any other questions? 

Mr. Lesinski, do you have any other questions? 

Mr. Lestnsxr. No, I have not. 

The CuarrmMan. Mr. Burnside? 

Mr. Burnsipe. Yes. 

To know if I understood you correctly, Mr. Postmaster General: 
Are the newspapers carried free in the county? 

Mr. Donatpson. That is right. 

Mr. Burnsipe. I got some letters to that effect. That is why I 
wanted that question answered by you. 

There is one other question that was raised yesterday. I promised 
the committee I would gather the information on it if I could find it. 

The Sutherland Statutory Construction, third edition, by Horack, 
volume 2, in section 2404, Independents of Valid and Invalid Parts 
of Act, there appears the following: 

In*determining separability, legislative intent governs, but intent that the 
act be enforced insofar as valid is not the sole consideration, 


In determining separability, legislative intent governs, and you 
get vour legislative intent from the majority reports of your com- 
mittees, regardless of whether it is Democratic or Republican. 
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In the Eightieth Congress it would have been Republican, in the 
Eighty-first, Democratic, and so on. 

If the chairman wishes, instead of reading all of this, we can have 
the section and the citations incorporated in the record. 

By the way, these are backed up with many cases that have been 
held in the State courts and Federal courts. 

In section 5005, Reports of Standing Committees, it is stated: 


The report of the standing committee in each House of the Legislature which 
investigated the desirability of the statute under consideration is a much used 
source for determining the intent of the legislature, when it sets forth the com- 
mittee’s grounds for recommending passage of the proposed bill and, more impor- 
tant, its understanding of the nature and effect of the measure. 


Then it goes on. We have a large number of cases to back up both 
of those quotations. 

I am not thinking only in terms of particular problems that arose 
here, but to get the matter straightened before the committee. 

The CuarrMan. Very well. That may appear in the record. 

(The matter referred to is as follows:) 


Section 2404. INDEPENDENCE OF VALID AND INVALID Parts oF Act 


In determining separability, legislative intent governs, but intent that the act 
be enforced insofar as valid is not the sole consideration. If the legislature so 
intended, the valid parts of an act will be upheld “unless all the provisions are 
connected in subject matter, dependent on each other, operating together for the 
same purpose, or otherwise so connected together in meaning that it cannot be 
presumed the legislature would have passed the one without the other.’’! To be 
capable of separate enforcement, the valid portion of an enactment must be 
independent ? of the invalid portion and must form a complete act within itself. 
The law enforced after separation must be reasonable in light of the act as orig- 
inally drafted. The test is whether or not the legislature would have passed the 
statute had it been presented with the invalid features removed. 

Conversely, where the valid parts of an act are not independent, and may not 
be said to form a complete act separate from the invalid parts, the act must fall 
as a whole.® 

In statutes not containing a separability clause,’ the independence of the valid 
portion of a statute will be a principal indicia of the legislative intent that the 
statute be separately enforced.* 

People v. Crowe (327 Ill. 106, 158 N. E, 451 (1927)). 

2? Karr v. Baldwin (57 F. (2d) 242 (1932)); Wislar v. United States (97 F. (2d) 152 (1938)); Harder v. Denton 
9 Cal. App. (2d) 607, 51 P. (2d) 199 (1935)); State v. Isaacs (6 W. W. Harr. 110, 171 Atl. 627 (Del. 1934)); 
State v. Green (107 Fla. 335, 144 So. 681 (1932)); People v. Union Pank & Trust Co. (362 Il. 164, 199 N. E 
272 (1935)); People v. Kennedy (267 Ill. 236, 10 N. E. (2d) 806 (1937)); Caskin v. State Highway Commission 
187 Kan. 744, 22 P. (2d) 939 (1933)); Laverty v. Cochran 132 Neb. 118, 271 N. W. 354 (1937); Pusenherg v. 
City of Philadelphia, 329 Pa. 26, 196 Atl. 73 (1938): State v. Tar Commission of State of Washington, 174 Wash. 
336, 24 P. (2d) 1004 (1933 

§ Racon Service Corp. v. Huss (199 Cal. 21, 248 Pac. 235 (1926); error dismissed 275 U. 8. 507, 72 L. Ed. 397 
48 Sup. Ct. 158 (1927)); Springer v. State (229 Ala. 339, 157 So. 219 (1934)); State v. Calhoun County (126 Fla 
376, 170 So. 883 (1936)); Weeo Products Co. v. Reed Drug Co. (225 Wis. 474, 274 N. W. 426 (1937)) 

* Weceo Products Co. v. Reed Drug Co. (225 Wis. 474, 274 N. W. 426 (1937)) 

’ Carter v. Carter Coal Co. (298 U.S. 238, 80 L. Ed. 1160, 56 Sup. Ct. 855 (1936)); Wonder Rakeries Cv. v. 
White (3 F. Supp. 311 (1933)); State v. Calhoun County (126 Fla. 376, 170 So. 883 (1936)). 

® Winter v. Rarrett (352 Ill. 441, 186 N. E. 113, 89 A. L. R. 1988 (1983)); Grant v. Learell (259 Ky. 267, 82 
S. W. (2d) 283 (1935)); Stafe v. Grace (188 La. 129, 175 So. 825 (1937)); Rurns v. Dilley County Line Independent 
School Dist. (295 S. W. 1091 (Tex. 1927)); State v. Sirth Judicial Dist. (58 Nev. 456, 83 P. (2d) 1031 (1938)). 

’ The older statutes are less likely to contain separability or saving clauses. Today these clauses are found 
in almost every enactment. Materials on separability clauses will be found in sees. 2409-2412, infra. 

* Although the fact has not been uniformly recognized, a separability clause is evidence of the intent of the 
Legislature that, should some features of a statute be declared invalid, the remainder, nevertheless, will be 
sustained. The inquiry, when a separability clause is present, should be not into the legislative intent, but 
rather should be to determine whether or not the valid portion is sufficiently independent and reasonable to 
justify separate enforcement 
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Secrion 5005. Reports oF STANDING COMMITTEES 


The report of the standing committee in each House of the Legislature which 
investigated the desirability of the statute under consideration is a much-used 
source for determining the intent of the Legislature, when it sets forth the ecom- 
mittee’s grounds for recommending passage of the proposed bill and, more im- 
portant, its understanding of the nature and effect of the measure.® 

As to those parts of the bill which the Legislature passed without change as 
introduced by the committee, it is reasonable to assume that the Legislature 
adopted as its intent, the intent of the committee. Although not decisive, the 
intent of the Legislature as revealed by the committee report is highly persua- 
sive.” However, the committee report cannot be taken as giving to the statute 
a meaning not fairly within its words." 

Where the ierms of a siavuie are clear and unambiguous, the legislative inient 
musi be derived therefrom, notwiths.anding che invent expressed therein conflicts 
with the purpose of che siaiute as sec forth in commiiiee reporis of Congress 
(Caminetti v. United States, 242 U. 8. 470, 490, 61 L. Ed. 442, 37 Sup. Ci. 192 
(1917); United States v. Shreveport Grain & Elevator Co., 287 U. S. 77, 83, 77 L. 
Ed. 175, 53 Sup. Ct. 42 (1932); Helve ring v. City Bank Farmers Trust Co., 296 
U.S. 85, 89, 80 L. Ed. 62, 56 Sup. Ci. 70 (1935)). 

In an inereasing number of cases courts have vurned to reporis of standing com- 
mitvees for aid in inierpreving a siavute. This movemen: has coincided with an 
improvement in the preparaiion of reporis by sianding commivees and their 
counsel. Further exvension of the use of this aid in the Siave couris depends 
only on the development of the standing commivee report in the Siaie legislacures 
to some ‘thing more than a mere recommendaiion. 


9 ¢ Thureh of the Holy Trinity v. United States (143 U.S 457, 464, 36 L. Ed. 226, 12 Sup. Ct. 511 (1892 
Lapina v. Williams (232 U.S. 78, 89, 58 L. Ed. £15, 34 Sup. Ct. 196 (1914)); United States v. Forty Rarrels & 
Twenty Kegs (241 U.S 265, 282, 60 L 2d. 905, 36 Sup. Ct. 573 (1916)): New York Cent. P. Co. v. Winfield 








(244 U. S. 147, 150, 61 L. Ed. 1045, 37 Sur ». Ct. 546 (1917)); Di ples Printing Press Co. v ~~ (24 U.S. 
443, 474, 65 L. Ed. 349, 41 Sup. cr 172 (1921)): Michaelson v. United States er rel. Chicaao, St M.&0 
P. Co, (266 U. 8. 42, 70, 69 L. Ed. 16 : 45 Sup. Ct. 18 (1924)); Helrering v. New York Trust Co (292 1 8. 
455, 466. 78 L Ed. 1361, 44 Sup, Ct. 806 (1934)); United States v. American Trucking Ass’ns (310 U. 8. 534, 
548, 84 L. Ed. 1345, 60 Sup. Ct. 1959 (1949 J. W. Ould Co. v. Davis (246 Fed. 228 (C. C. A. 4th, 1917 

United States v. Edwards (23 y (2d) 477 (CC. A. 8th, 1927)): United States v. Whyel (28 F. (24d) 30 (C. C. A, 
7th, 1935)); Southern Pac. Cr Patiroad Commission (194 Cal 734, 231 Pac. 28 (1924) (congressional com- 
mittee report referred to in construing Federal statute)): Colhy v. Pigas Nat. Rank (92 F, (2d) 183, 67 App. 
1), C, 259 (1937)); Moran v. Rowley (347 I. 148, 179 N. E. 526 (1932) (congressional committee report referred 
to in construing Federal statute)): Plunkett v. Old C ony Trust Co. (233 Mass, 471, 124 N. E. 265 (1919 
congressional committee report referred to in construing Federal statute)); Matter of Hamlin (226 N.Y 
407, 124 N. E. 4 (1919) (congressional committee report referred to in construing Federal statute Dunaer;: 
\ Dayton & Union P. Co. 14 Ohio N. P. ON. S.) 487 (1913) (congressional committee report referred to in 
construing Federal statute State ex rel. Van Winkle v. Sieqmund (125 Ore. 197, 266 Pac. 1075 (1928) (eon- 
gressional committee referred te in construing Federal statute) Contra: Lifchfield v. Bridgeport (103 


Conn. 565, 131 Atl. 560 (1925 

In Gooch v. United States (297 U.S. 124, 80 L. Ed. 522, 56 Sup. Ct. 395 (1936)), the Court declared that the 
rule of ejusdem generis may not be used to defeat the purpose of the Legislature as revealed by the reports 
of the standing committees of the House and Senate. But in United States v. Shreveport Grain & Elerator 
Co, (287 U.S. 77, 84, 77 L. Ed. 175, 53 Sup, Ct. 42 (1982)), the Supreme Court declared: “If the meaning of 
the statutory words w: vas doubtful, so as to call for a resort to extrinsic aid in an effort to reach a proper con 
struction of them, we shou!d hesitate to acce pt the committee reports in preference to this contemporaneous 
and long continued practical coxstruction of the act on the part of those charged with its administration.” 
Contra: Helrerina v. New York Trust Co, (292 U.S. 455, 78 L. Ed. 1361, 54 Sup. Ct. 806 (1934 

In Hf. Duys & Co. v. Tone (125 Conn. 300, 5 A. (2d) 28 (1939)), the Court in construing the State unemploy 
ment compensation act refer, ed to the reports of the congressional co.nmittees on the Federal social security 
acts, the State act baving been adopted in consequence thereof 

In addition to the articles and notes cited in sec. 5003, note 1, supra, see Chamberlain, Te Courts and 
Committee Reports (1933) 1 U. of Chi. L. Rev. 81; Frankham, Some Comments Concerning the Use of 
Legislative De bate sand Committee Re ety in Statutory Interpretation (1933), 2 Brooklyn L. Rev oe 

United States v. Linesly (7 F. (2d) (E. D. La. 1925), rev by grounds, 12 F. (24) 771(CCA Sth, 

1926)); [foover v. Intercity Radio Co (ns Fed. 1003, Ap yp. D.C, 339 (1928 Accord: Imhoff-Berg Sill 











; 
Dyeing Co. v. United States (43 F. (24) 8386, 888 (D.C. N. J, 1930)); Stirling v. United States (48 Ct. Cl, 386 
(1913)): cf. Bate Ref igerating Co. v. Sulzberger (157 U. 8.1, 42, 39 L. Ed. 601, 15 Sup. Ct. 508 (1895) (statement 
of committee chairman when reporting bill)). 

1! United States v. Burden Smith & Co. (33 p 24) ng’ ic. C. A. Sth, 1929)); Banco Mericano de Commercio 
F.. Industria v. Deutsche Bank (289 Fed. 924, 53 Ap . C. 266 (1923 Hoover v. Intercity Radio Co, (26 
Fed. 1003, 1006, 52 App. D. C. 339 (1928 
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Mr. Donaupson. I would like to amplify that, Congressman, by 
this statement: that each and every piece of legislation that is passed 
by the Congress affecting the postal service, if it is not clear enough 
to be interpreted in whole or in part, we refer it to the Comptroller 
General for his interpretation. 

In arriving at his interpretation, he goes back into the records, 
reports submitted by committees, speeches on the floor of the Con- 
eress at the time the measure was passed, to determine the intent of 
the Congress. 

From that he interprets what we should do to carry out that law. 

Mr. Burnsipe. That is his job under the way it was established. 

Mr. Donatpson. That is right. 

Mr. Burnsipe. There is one other point | want to raise, \Ir. Chair- 
man, and what I think we have to take into consideration when we 
are checking on these rates. 

Certainly the condition that my colleague reported to vou needs 
some correction. | think all of us realize it needs some correction. 
If we are giving large subsidies to businesses that are already making 
excellent returns—and we can check the proper source and find out 
what these businesses are making in fine returns—we should not put 
that burden on the workingman or take away from him to help those 
businesses that are making splendid returns. 

I think that is only fair in our system of government. I hope we 
will take that into consideration as we are drawing up proper rates. 

I, for one, do not wish to curtail the free press, but if portions of the 
free press are making large returns, I think certainly we ought to have 
that information at hand in these hearings, and also when we are 
taking up the salary question. The little man in America should not 
have to carry that undue burden. 

\Ir. Donaupson. I agree with vou 100 percent 

| would like to go back to the letter that was written to Congressman 
Iantaff, where the carrier portrays the great load that he carries. 
You must bear in mind that if he only handled letter mail, or the kind 
of mail that pays its way, he would not have any load at all. It is 
this enormous volume of low-revenue-producing mail that has loaded 
up our service all over the country. 

| think it is fair to point out that in these publications that are 
going through the mail at a very cheap rate, the earnings of the pub- 
licptions have to be taken into consideration. 

It also should be pointed out that the subscription rate for publica- 
tions is a very small item, especially with reference to magazines. 

| think I would like to put into the record, if the chairman has no 
objection, the facts that were obtained from the Publisher’s Informa- 
tion Bureau as to the 20 magazines or publications that produced the 
greatest amount of paid advertising in 1950 in comparison with the 
amount of paid advertising in 1949. 

The CuatrmMan, That ought to be included in the record. 

(The material referred to is as follows: ) 
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{From the Sunday Star, February 4, 1951] 


Tais Week Macazine First in Crrevtation AMonG ALL MAGAZINES! 


Magazine Circulation 
1. This Week magazine 10, 006, 564 
2. American Weekly : 9, 656, 910 
3. Life : 3 5, 364, 567 
4. Parade_ __ : 5, 192, 144 
5. Ladies’ Home Journal Ont 4, 564, 101 
6. Saturday Evening Post 1, 069, 220 
7. Woman’s Home Companion s 4, 059, 383 
8. MeCall’s ae _ 8, 807, 101 
9. Woman’s Day 3, 756, 938 
10. Better Homes and Gardens-_ : 3, 460, 401 
11. Look _— ee 3, 200, 145 
12. Collier’s : 3, 161, 048 
13. American Legion : 3, 027, 896 
14. Good Housekeeping 3, 010, 883 
15. American Home ghee ; 2, 813, 804 
16. Coronet _- 2, 662, 613 
17. American - 2, 549, 874 
18. Household : 2, O86, 029 
19. True Story ee 2, 075, 781 
20. Family Circle- ------- : . 2 2, 028, 662 


! This Week, American Weekly, and Parade: ABC 6 months’ average ending Sept. 30, 1950—publishers’ 
statements. Others: ABC 6 months’ average ending June 30, 1950. 
This Week magazine first in percent increase in advertising revenue among leading 
magazines 


Gain or loss 
Magazine 1950 1949 
Revenue (Percent 






1. Life $80, 365, 507 », 727 | $4, 018, 780 5.3 
C 


2. Saturday Evening Post 63, 180, 611 9,119 3, 921, 492 6.6 
3. Time 23, 793, 870 777, 935 15, 935 | 1 
4. Ladies’ Home Journal 22, 485, 163 . 526 258, 363 —1.1 
5. This Week magazine 20, 328, 167 3, 595, 193 21.5 
6. Better Homes and Gardens 19, 631, 228 2, 664, 110 15.7 
7. Look J 17, 2, 700, 940 17.9 
8. Collier’s 17, 331, 407 1.9 
9, American Weekly id, — 1, 236, 373 —6,7 
10. Good Housekeeping 15, 480, GRO 3.3 
11. Woman’s Home Companion 11, 507, 678 4.5 
12. Newsweek 10, 401, 157 4.1 
13. MeCall’s : 9, § —796, 370 —7.4 
14. Country Gentleman 8,7 — 161, O89 -1.8 
15. Farm Journal 8, < 473, 242 6.0 
16. Business Week 7, 1, 125, 928 17.8 
17. Woman’s Day ty 917, 047 14.7 
18. New Yorker 6, { 787, 254 12.8 
19. American Home 6 36, 537 6 
20. Parade_. 6 938, 9845 18.3 





' 
| 
| 
| 
| 
| 
| 
| 
} 
| 
| 
| 
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Source: Publisher’s Information Bureau. 


Mr. Dona.tpson. As I pointed out yesterday, that advertising 
revenue ranges all the way to 80 million dollars a year, paid adver- 
tising. Maybe some of that amount of money should be used for 
increased rates here, to be paid to these postal employees who are not 
adequately paid. 

Mr. Burnsipre. Mr. Postmaster, I have heard this figure bandied 
around for a good while and I want to see whether or not this is true. 
Let us take one of our magazines, take Reader's Digest, for instance. 

Is it true or is it not true that they only pay 1! cents to handle 
three of them? 
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Mr. Donaupson. Yes. 

Mr. Burnsipe. That is regardless to what part of the United 
States it is sent; is that right? 

Mr. Donatpson. That is right. 

Mr. Miuuer. It is a half cent per magazine. 

Mr. Donaupson. That is a magazine that contains no advertising. 

Mr. Burnsipe. At the same time, is it not true, Mr. Postmaster 
General, that a book used by high-school or grammar-school or college 
students would cost many more times that amount to send? 

Mr. Donatpson. Yes. 

Mr. Burnstpe. How many more times would it be? 

Mr. Donaupson. I think the present rate is 8 cents for the first 
pound and 4 cents for each additional pound. 

Mr. Burnsipe. Do you mean that is 8 cents a pound, and then 
even the pulp magazines and similar publications will go for a much, 
much lower rate than the highest type of educational material? 

Mr. Donaupson. Yes. 

Mr. Burnsipe. It looks like it needs looking into as far as these 
things are concerned. 

The Cuarrman. Mr. Golden. 

Mr. Gotpen. Mr. Postmaster General, yesterday I understood 
you to say that a bill that you were sponsoring did not recommend any 
changes or increases in the rate charged for small weekly newspapers? 
Is that true? 

Mr. Donatpson. Yes; it does. It provides a 50-percent increase 
in the first vear on the amount of postage they are paying now. It 
does not disturb the basic law at the present time. 

Mr. Gotpen. So there is an increase in the bill, then, for small 
weeklies, is there? 

Mr. Donatpson. It does not increase the postage rate at all. 
Where the publication has free in the county now, it does not disturb 
that. Under the provisions of this bill, the postage will be rated under 
the present basic law, which gives the publication free in the county. 
If he only pays 50 cents a week postage, which is about the average 
for the small weekly newspaper because he has free in the county, 
then his postage would be increased by 50 percent, or 75 cents a week. 

Mr. Goupen. Is there any change in the rate or any addition for 
the small daily, say, where they have a subscription of 10,000 or less? 

Mr. Donaupson. No, sir. There is no discrimination in this bill 
with reference to whether the publication has 5,000 subscribers, 
10,000 subscribers, or 50,000 subscribers. 

It provides that the postage that he is now paying under the basic 
law will just be increased by 50 percent. 

Mr. Goupen. Is there any change in the rate of postage on school 
books and religious books? 

Mr. Donaupson. No; that is not involved here, unless it is some 
book weighing 8 ounces or less. That comes in the third-class cate- 
gory. The book rate and postage on books is included in the parcel- 
post rates, which is before the Interstate Commerce Commission. 

Mr. Gotpen. That is a department in which you are not seeking 
any change until you hear as to the ruling of the Interstate Commerce 
Commission; is that right? 

Mr. Donaupson. That is right. 

The Cuarrman. Mr. Burnside. 
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Mr. Burnstpre. Mr. Chairman, | have one other question. 

I have received complaints of interference in certain types of busi- 
ness. So Ll am wondering, with respect to catalogs. Do you have 
some recommendations in regard to heavy catalogs that are now going 
through the mail, adding to the burden of some of these carriers? 

Mr. Donatpson. That is in the rates pending before the Interstate 
Commerce Commission. Catalogs weighing over 8 ounces become 
parcel post, fourth-class mail. 

The Caatrman. Are you asking for a similar increase in parcel 
post? 

Mr. Donatpson. Yes; an increase in parcel post and an increase in 
catalogs. 

The CHatrMan. Now Mr. Burdick 

Mr. Burpick. Will the Postmaster General be here tomorrow? 

The CHarrman. No; 1 do not think he will be here tomorrow. He 
has given us 2 days now. We will finish with him today. If we do 
not finish by 12, we will continue as long as any members have 
questions. 

I will sit here after 12 o’clock until we finish with the Postmaster 
General. 

Mr. Buroick. I have not any criticism to lodge against you, Mr. 
Donaldson, except one thing. I think you interpreted the direction 
of the Appropriations Committee too literally. They have no right 
to change the law. They can either pass an appropriation, increase 
it, lower it, or refuse it. But they cannot make any change in the 
substance of the law. T understand your good reason for curtailing 
the mail service was due to that dictum in that appropriation bill; is 
that correct? 

Mr. Donaupson. That is part of it. 

Mr. Burpick. I just want to have an understanding between you 
and me that it is merely dictum and does not mean any law at all. 

Mr. Donavpson. I will clear that up as you go on, Congressman. 

Mr. Burpick. I want to commend you for having nerve enough 
to come in here and place the responsibility of this whole business 
right where it belongs: Right before Congress. I conclude that vou 
are a Postmaster General and not a politician. 

Mr. Donatpson. I hoped’ you would get it that way. 

Mr. Burpicx. As to the question of pay for the employees, that is 
not in your province at all, that depends on what Congress does; 
is that not right? 

Mr. Donaupson. That is right. 

Mr. Burpick. So a question of that kind directed to vou would be 
improper. 

I might say to you that my view is that the pay of postal workers 
has no relationship to postage at all. We cannot afford to have a lot 
of men on a starving basis here just because Congress has not brains 
enough to provide income enough. I, for one, will vote for any bill 
increasing the pay of employees up to a decent standard of living, 
regardless of the deficit. 

I would rather that the deficit now would be $700 million instead of 
$500 million and that the service had gone on the way it was. That 
would just put more responsibility on this Congress. 

Tam sure that you hold yourself merely as an agent of the Congress, 
the hired man of the Congress, and that vou will do whatever they 
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figure out should be done. But unless they do the figuring for you, 
the criticism should apply to us and not to you. 

Mr. Donaupson. Thank you. 

Mr. Burpick. [ commend vou for your entire statement. 

Mr. Donaptson. Thank vou, sir. 

Mr. Burpick. That is all, Mr. Chairman. 

The CuatrmMan. Mr. Sadlak. 

Mr. Donaupson. Could I just interpose, Mr. Chairman, one thing 
in connection with what the Congressman has brought out? 

The CHarrMan. Yes. 

Mr. Donaupson. I am referring to the dictum of the Appropria- 
tions Committee. I do want to point this out, which | think the 
members should know. 

Of course, no one appreciates more than I do the fact that the 
committees that work on these bills possess practically all of the 
information relating to the bill when it is brought on the floor of the 
House. Other Members of Congress are assigned to other com- 
mittees and they are not as familiar with it as the members of the 
particular committee. . 

But when the Appropriations Committee issued this dictum that 
you are speaking about, the bill came before the House. It was in 
the omnibus bill, various sections of the omnibus bill, taken up a step 
at a time. 

The Post Office bill passed. Then finally, when they got to the end 
of the omnibus bill, two amendments were offered. One was that 
each and every department of the Goyernment that was not con- 
nected with national defense be reduced in appropriations by another 
10 percent. That would have further reduced appropriations for the 
Post Office Department by $220 million. 

That passed the House. That had no relationship to the previous 
reduction in the budget made by the Appropriations Committee and 
by the passage of the appropriation bill. 

Another amendment was passed by the House which provided for 
filling only 1 out of each 10 vacancies. 

Now, the bill that had passed the House carried two things. It 
carried a limitation upon the amount of what the deficit would be and 
limited that to about $401 million. That was a further reduction 
from $521 million to $401 million. That passed the House. 

The bill carried a provision that the head of a department could not 
obligate to spend more money than was named in the bill. It carried 
another provision that these expenditures must be apportioned over 
the four quarters or the months of the year and provided a penalty for 
exceeding the apportionment in any one quarter. 

Therefore, it meant that I had to take into consideration the fact 
that I could not spend more, commencing on July 1, 1950, in appor- 
tionments of the appropriations oer the year than was contained in 
that bill. 

Mr. Corserr. Could vou yield? 

Mr. Donaupson. Just let me finish this thing because there is a 
lot to this statement. 

The bill finally passed the Congress, in September, and I did not 
know what I was going to have to spend in July, August, or any other 
part of the vear, until the final passage of that bill. I certainly was 
not going to spend more money than was named in the bill as it 
passed the House until after it passed the Senate. 











66 POSTAL RATE REVISION 


Eventually, in the Senate and in the committee conferences these 
two amendments were eliminated. But another amendment was 
substituted, which would cut the Post Office Department another 10 
percent. 

So the antideficiency part of this bill, the requirement to apportion 
the appropriations, was not eliminated from the appropriation. bill 
until its final passage in September. When the bill came upon the 
floor of the House to order me to restore the services, a Member of 
Congress offered an amendment to this effect, that, “There is hereby 
authorized to be appropriated such sums of money as are necessary 
to do this.”’ 

That was voted down in this House by more than 200 to less than 
a hundred, and some members of this committee voted against giving 
me the money to restore the service and 15 minutes later voted to 
order me to restore the service. 

Now, that is my statement. 

Mr. Buropick. Well, I think you stated the record. I was one 
of the hundred and not one of the 200. 

The CuarrmMan. Mr. Sadlak. 

Mr. Sapiak. Mr. Chairman, as I listened to the Postmaster General 
and read his statement, I made some notations. I would just like to 
clear them up for myself and for the record. 

Mr. Donaldson, on page 2 of the copy of your statement which | 
have before me, you say: 

These facts are mentioned merely to indicate that the great population increase 
has been in those areas where the operation of the postal service is more costly. 

Do you have the cost for handling mail at each post office? 

Mr. Donatpson. Yes. We have the expenditures for each post 
office. 

Mr. Sapitak. Do you have the unit cost? 

Mr. Donatpson. No. We have the total cost. We have the 
total cost of each post office. 

Mr. Saprak. Then when you answered the question put by Mr. 
Hagen vesterday, about the unit cost, if I remember correctly, you 
stated that the cost was larger in Brooklyn than it was in New York, 
although the receipts in New York were about four times those in 
Brooklyn. 

Mr. Donaupson. That is the cost for city delivery. Brooklyn is 
the bedroom of New York City, so to speak. There is more popula- 
tion in the city of Brooklyn than there isin Manhattan Island. There- 
fore, it costs more to perform delivery service in Brooklyn than it does 
in Manhattan although Brooklyn produces less receipts than New 
York does. 

But the more people you have to deliver mail to, the greater the 
cost. That is the reason for the great cost of city delivery. 

Mr. Sapiak. You also mentioned the receipts for New York City 
being larger. Is it not a fact that those receipts include all the money- 
order sales outside of the United States? 

If I remember my service in the Pacific, that should be true. I 
understand some of my comrades in arms in the Atlantic also said 
whenever they sent home money orders, purchased money orders, 
it was always drawn on the postmaster of New York. Would not 
that automatically up the receipts of the New York Office? 





POSTAL RATE REVISION 67 


Mr. Donaupson. The issue of money orders, which runs into 
billions each year, is not considered part of the receipts. Only the 
fees from the money orders are considered receipts. 

Mr. Saptak. Would not that automatically bring up the receipts 
of the New York Office, Mr. Donaldson? 

Mr. Donatpson. It would not be involved in last year’s receipts 
to any great extent at all because there were very little amounts of 
money- -order fees for orders issued at military installations. 

During World War II, when you had APO's, in 55 countries on the 
face of this earth, and the receipts for money ‘orders went largely to 
New York City and to San Francisco because the APO’s were attached 
to those two offices, that might have been true. But that was not 
involved in the figures J] gave vesterday. 

Mr. Saptak. What I am getting at is this: Last year, Mr. Donald- 
son, When you had put forth your curtailment directive, I had put in 
a bill providing for investigation. The more I think about it the 
more | am convinced that | ought to again put in a bill for investi- 
cation. You know, in order that this committee itself might get 
around to visit the operation of some of these post offices, whether in 
Brooklyn, New York, or perhaps Boston, or even a small office like 
Meriden, Conn., it might be a good idea to do that. Then the com- 
mittee would be better acquainted with the way the mail is handled 
and would be better informed as to how to work on these things. 

Mr. Donaupson. I think that would be a fine thing to do. At the 
present moment, the Appropriations Committee is in the course of 
visiting two or three post offices, that is, the Appropriations Committee 
of the House, and I have some information from the Appropriations 
Committee in the Senate that they want to do the same thing. 

Now, bear in mind we pay that bill, and I am glad to do it. 

Mr. Saptak. Of course, here the House has provided money for 
this committee, for instance, to make investigations. The way to do 
it is to go to Seattle, Chattanooga, or Boston. 

Mr. Donaupson. I think it would be very helpful to see the cir- 
cumstances under which the employees work and the circumstances 
surrounding the handling of the mail throughout the entire operation. 

| have suggested time and time again, Mr. Sadlak, that right here 
in Washington you have one of the largest post-office operations in 
the country. The time to see the post-office operation is when the 
greater amount of mail is being handled. I thought if I were a mem- 
ber of this committee, or a Member of Congress, | would like to go 
over there sometime to see what makes the clock tick, to see how the 
work is performed. 

Whether you want to go to New York, San Francisco, or Washing- 
ton, the doors are open to you. 

Mr. Saptak. | am glad to hear that. 

On page 8, Mr. Donaldson, when you answered Mr. Rees on H. R. 
2945, stating that the bill, of course, had passed the House, but it had 
not passed in the Senate, would be here now if that measure would 
have passed the Senate? Would you be here now asking for an in- 
crease if H. R. 2945 had become law? 

Mr. Donaupson. If H. R. 2945 had become law it would have 
raised only about $130 million in revenue, and I would have been 
back here for more revenue. I would have been back for the difference 
rar what I am asking here now and what that would have pro- 
( uced, 
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Mr. Sapiak. About $30 million. It seems you have been asking 
for $160 million. 

Mr. Donatpson. Bear in mind that bill contained an increase on 
parcel-post rates, and that is now before the Interstate Commerce 
Commission and not in this, and that proposed to raise $105 million 
in additional revenue. 

Mr. Sapuak. Then again referring to page 9, the tabulation which 
you made there, Mr. Donaldson, that if the bill before us and the 
other proposals pending before the Interstate Commerce Commission 
and so on, should become law, the actual deficit for the coming year 
would be only about $90 million; is that correct? 

Mr. Donatpson. It would be $90 million plus $160 million. The 
$160 million set out in the next to the last line of that paragraph is 
the amount that the deficit should be, and that is the cost of these 
services we perform free for the departments of the Government and 
so forth. 

The cash deficit would be $160 million, plus the $90 million, or 
$250 million. The bookkeeping deficit would be $90 million. 

Mr. Sapiak. Thank you. 

How much have you requested of the Appropriations Committee 
for the fiscal vear 1951—52, in round figures? 

Mr. Donaupson. I think it is $2,234,000,000. That is approxi- 
mately Msg it is. 

Mr. Sapiak. Do you say that every unnecessary expense has been 
eliminated from that request, Mr. Donaldson? 

I will tell vou why I ask that. Just a moment ago you mentioned 
that there was in the last appropriation bill an over-all proposal to 
cut 10 percent. There is a possibility, after the bill reaches the floor 
again, that there might be another over-all suggestion of cutting 10 
or 20 percent and I want to be guided according to your statement, 
that there are no unnecessary requests. 

Mr. Donatpson. In my statement before the Appropriations Com- 
mittee with reference to that, anticipating the same thing vou are 
talking about now, due to the great cost of Government, I said God 
forbid that even 1 percent be taken from that, that we have taken 
all the water out of the postal service we can take out of it. We will 
effect little economies here and there, but the amount is small. 

But if you reduce that appropriation request of mine for 1952, and 
I have to live under that, then the public is going to lose some more 
service that they ought not to lose, and that is all I can do about it 

Mr. Saptak. Customarily the appropriations hearing records are 
not available to us until 12 o’clock on the day when the bill is brought 
to the floor of the House. 

Mr. Donatpson. I know that. I pointed that out a moment ago, 
I doubt if very many Members of Congress, outside of the members 
of the Appropriations Committee itself, knew anything about the 
dictum of the Appropriations Committee. I know that. Jam familiar 
with that. 

Mr. Saptak. On page 12 of your statement, Mr. Donaldson, 
particularly the third paragraph, when you were talking about re- 
search, vou said: 

Some services have been cut down or eliminated but the savings to be effected 
through all of the improvements that can be made and will be made will not be 
large and will not even make a dent in the large annual deficit. 
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Then in the paragraph just prior to that, you said: 

We had available during 1950 the sum of $750,000 for mechanical devices to 
improve the service. Practically all was obligated and preliminary data obtained 
from the field indicates that eventually some savings will be realized. 

Would you enlarge upon that and mention some items in which 
you made an expenditure of $750,000? 

I think Mr. Miller and I and the entire committee are particularly 
interested in this phase of your report. 

Mr. Donatpson. We have purchased a number of mechanical 
devices, not only in the interest of economy, but in the interest of 
expediting the handling of the mail. Some of them are containers 
for handling mail outside of mail sacks. 

In other words, these containers will hold the contents of 14 mail 
sacks. The parcel post and the heavy mail can be loaded in these 
containers without taking time to sack it. The containers can be 
loaded in mail cars by a hydraulic device, which will reduce the cost of 
loading a car considerably, and will also reduce the handling at various 
points, where the cars can go right on through. 

It will also reduce the sac ‘king and unsac king of mail. 

That is being experimented here, between here and New York, 
between New York and Chicago, between Chicago and St. Louis. 
Also, if it has not already started, it will start within the next few days 
between Chicago and the west coast. 

That is one of the items. 

Another item is the purchase of a number of different types of 
automobiles that could be used in the motor-vehicle service, trailer 
type, that can be handled in a lot of these cities. A considerable 
amount of money has been spent for that. 

Expenditures have been made for vehicles to assist carriers in 
thinly settled suburban areas such as a three-wheeled vehicle instead 
of a bieyele. Some of those are being experimented with now. 

1 think we spent all told probably, not in this 1 year, but all told, 
$250,000 for the completion of the three distributing machines that 
are in-use at Chicago. We have just recently, within the last 4 or 5 
months, assigned an engineer to go all over them, to take out the bugs. 
We had a lot of trouble with them during the holiday season because 
the machine would not take all types of mail. 

You, perhaps, from the mail that vou receive yourselves, understand 
the different sizes and types of envelopes that vou get in the mail. 
Unless we can adjust that machine where it can take alt ivpes of these 
letters, long and short and medium sized, a lot of its usefulness will 
be destroyed, 

We are also trying to have an engineering concern determine whether 
or not this machine can be consolidated so that it will occupy less 
space, At the present time, those 3 machines with each one main- 
taining a force of about 25 emplovees, are taking up the space that 
ordins arily would be oce upie “ by 350 or 400 e mplove es, and space Is a 
serious problem. We are trying to reduce the machines, to see if we 
cannot use them in less space. We are trving to perfect the machines 
so that all tvpes of letters can be used. 

The device so far does show an increase in production and distribu- 
tion of mail. There are many things like that that we have purchased 
and are trying out. 
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Mr. Sapiak. Of course, a machine like that and other improve- 
ments, if they be perfec ted, outside of the money consideration provide 
better and happier environment for the employees. 

Mr. Donatpson. That is my own opinion. But, strange to say, 
when I was out there the last time I talked to different employees 
sitting on stools distributing mail. I found about 60 percent were 
not too hot about it. That is strange, but true. 

Mr. Sapiak. I want to go back there once more because I happened 
to see the first machine that was built, and that is the incentive for 
Mr. Miller and I throwing in the bill to provide for research and 
development. 

Mr. Corsetr. Would the gentleman yield for a brief question? 

Mr. Sapuak. Yes, sir. 

Mr. Corserr. I just want to ask this of the Postmaster General 
because it is a matter of general interest. 

Some of us said here yesterday that we were quite willing to appro- 
priate the money necessary to provide adequate services. I would 
like to ask the gentleman if, in his request to the Budget, he included 
adequate funds to restore full delivery service if it is passed as it is? 

Mr. Donatpson. No, sir; I did not. 

Mr. Corserr. Then, of course it would be necessary to up that 
appropriation some amount to restore the service; is that right? 

Mr. Donatpson. That is right. 

Mr. Corserr. Again, in your estimate of the deficit, you do not 
allow for restoration of service, do you? 

Mr. Donaxpson. No, sir. 

Mr. Corserr. Thank you. 

Mr. Sapiak. Mr. Donaldson, in your statement on second-class 
mail, and particularly on page 17, you mention here: 

Accordingly, I am recommending that the postage chargeable at the present 
rates on all publications of the second-class be increased 100 percent over a period 
of 3 vears, beginning with an increase of 50 percent the first year, and 25 percent 
in each of the following 2 vears. 

How about a 5-year spread instead of a 3-year spread. I recall in 
previous hearings--and, no doubt we will have a repetition of-it— 
magazines have come before us and stated that many of their sub- 
scriptions are on a 5-year basis, some even a 6-year basis. 

Mr. Donatpson. Congressman Sadlak, in my conversations with 
some of the publishers, they object to spreading it further. I am con- 
scious of the fact that in their opposition to increased rates they will 
ask for a 5-year spread, because they hope they can probably reduce 
the amount of the request that I have made here. 

But the consensus of some of the more important publishers was 
that a spread of 3 years was sufficient. They did not want to be 
involved in changes made five times in 5 years. 

Now, I have here, received in the mail by me in 1 day, a number of 
circulars inviting me to subscribe to these various magazines, with 
return envelopes. Some of them are air mail envelopes, at a very 
low rate. They offer to give me 20 issues for $1, or $2, when the 
regular rate is $5. But they run for periods of over 3 years. 

I think the publishers would much prefer a 3-year spread than a 5- 
year spread, although I am conscious of the fact that when they come 
before the committee they will use all of the objections they can think 
of to prevent increased rates. 
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Maybe if I were a publisher, | would do that, too. But vou have 
to take that into consideration. 

Mr. Sapuiak. I have one other thing. 

Of course, as you have mentioned, many things come across your 
desk. They have also come across our desks. I have seen recently 
a statement made by the postmaster at New Haven, Conn., Mr. 
Higgins, stating a survey had been made there recently by the in- 
spectors for the purpose of using trucks to make short hauls. 

I also had, which came across my desk, a reprint from the New 
York Times, stating: ‘U.S. to truck mail over short hauls.” 

Will that save money for the Post Office Department, and, if so, 
have vou made provision in your appropriation request for any 
advantages that may be had under this? 

Mr. Donaupson. We do not know. In the compromise with the 
railroads on the rate adjustment we got them to agree to repeal the 
round-trip provision for the delivery of mail. 

In other words, if we ship 400 carloads of mail from Chicago to 
California, we pay a certain rate to the railroad companies for that 
shipment, for each and every car. If we can only utilize half of those 
cars in coming back from California, because the volume of mail 
coming back is not as great as the volume of mail going west, we must 
pay the railroad companies for the return of the empty cars. 

I advocated legislation 2 vears ago, and bills were introduced in 
both Houses to repeal this round-trip provision. No action was taken. 
So in the compromise with the railroad companies we got them to 
agree to repeal the round-trip provision, and we settled our case up 
to and including December 31, 1950. That is all behind us. 

Now, the Interstate Commerce Commission is fixing rates, which 
will become effective January 1, 1951, that we will pay railroads. 
Whatever that rate is, it will be the movement of the mail in one 
direction only. We do not know what that rate will be. We will 
not know until the case is finally adjudicated. 

But now, assuming that rate might be much higher, and assuming 
that perhaps in the fixing of the rates there might be some pretty 
high terminal charges, we would want to avoid increased rates on 
short hauls and avoid the terminal charges and go to trucking mail 
to save money over what we would have to spend at the rate fixed, 
which we do not know vet. 

If the rate fixed should be not in excess of the rate now in effect, 
plus the 25 percent interim increase, then perhaps we could not save 
very much money by the short hauls, but we could greatly improve 
the service. 

As I pointed out in my statement yesterday, there has been so 
much withdrawal of train service that it has seriously affected our 
transportation. 

An office adjacent to St. Louis, 50 miles away, may not be on a 
railroad emanating or passing through St. Louis, and we are required 
to ship the mail maybe 140 miles down and across somewhere else 
and back up, all around Robin Hood’s barn, to get to that office 
when, by trucking, we could take it direct from St. Louis to this office 

Secondly, when we ship the mail all the way around, it does not 
arrive at this office until 10 or 11 o’clock, or maybe 2 o'clock in the 
afternoon. By truck we will have it there by the time the post 
office opens and it can be delivered on the first delivery trip. 
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We are making surveys in a number of these offices. IT think we 
have 17 teams out, of post office inspectors and transportation ex- 
perts, to determine what we can do on these short hauls. We are 
having a conference here ir latter part of this month. We will have 
our transportation people in here to size up the situation and see 
what can be done. 

If | do not save a thin dime and can improve the service to the 
public, T ought to do it. 

Mr. Sapiak. Mr. Donaldson, I have not bad much mail on this, 
but it is starting to come in. Some people were asking how to obtain 
contracts and so forth. I understand vou have followed the regular 
procedure for star routes. 

Mr. Donaupson. That is right. 

Mr. Sapiax. How about this proposition: If they are short hauls, 
could you do it cheaper by using our trucks rather than contracting 
the work out to individuals? 

Mr. Donaipson, No, sir. 

There, again, you involve the Post Office Department in the owner- 
ship of a great amount of property, which would mean erecting 
garages and employing people to drive these vehicles. It would be 
much better if private industry were to do it for us. I think it would 
be much better if all our highway post offices were operated under 
contract, 

The Cuarrman. I fullv agree with you. 

Mr. Gotpen. Will you yield right there, Mr. Sadlak? 

Mr. Sapiak. Surely. 

Mr. Goupen. | would like to ask: Are you considering using pas- 
senger busses under contract to make short trips to these various post 
offices and cities? 

Mr. Donatpson. We do that now. We have a great many star 
route contracts with passenger busses for the first-class dailies and 
newspapers, but they cannot handle the bulk mail. We have a great 
many of them. 

Mr. Sapuak. Is it a possibility, Mr. Donaldson, that by putting 
into use these truck short hauls, that vou will also simultaneously put 
out of business the remaining railroad lines that are operating there 
at the present time? 

Mr. Donautpson. Of course, vou get back to the same question 
vou have raised with a lot of things. When somebody prices himself 
out of business, you just cannot help that. 

The CHarrmMan. Mr. Rees. 

Mr. Rees. The Post Office Department cannot subsidize the rail- 
road lines to keep them in business. 

Mr. Sapiak. As being analogous to the discussion, | would like to 
sav we used to have a boat going from Hartford, Conn., to New York 
daily. On the same boat they used to bring produce to market on the 
return trip of that boat into Hartford. It would come in about 5 
o'clock in the morning. However, in order not to disturb the passen- 
gers there, they would not allow the removal of the produce until about 
7 o'clock in the morning. 

As a consequence, trucks came into being, picked up the produce in 
New York at midnight and were in Hartford at 5 o0’clock. The produce 
was unloaded and being sold and delivered to various stores at 7 
o'clock. The consequence was that the Hartford boat went out of 
existence. 
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Mr. Donatpson. You have had that over the vears. When I first 
came into the postal service, there were 56,000 fourth-class post offices 
in the United States. Today there about 20,000. Good roads and 
vood highways have permitted people to go to the trading centers 
and destroved the little country towns. The little country merchant 
has charged that the mail-order business has also helped to destroy his 
little business there. 

If vou make progress there is no doubt but what one form of business 
or another will go out of existence. That is something vou cannot do 
anything about. 

Mr. Sapiak. My final question, Mr. Postmaster General, is this: 
| noted throughout your statement vesterday that you expressed at 

various places great concern for the agp tong Is that a new trend 
in the higher administrative level, to express great concern for the 
taxpayers? 

Mr. Donatpson. I do not care to engage in any political arguments 
Congressman Sadlak. 

Mr. Sapiak. Lask that because of this: We had a plant in Bridge- 
port, Conn., which had been a white elephant since the Government 
moved the plant down to Texas. However, only last week they 
reached the point where finally individuals were to purchase the plant, 
but the deal did not go through. Iam happy about the fact that the 
plant will again be operated. 

But there was great expression and worry about the taxpaver losing 
a lot of money if the Government did not at this time take over that 
plant. 

Mr. Donatpson. I think I expressed my sentiments on that a 
moment ago as it applies to the postal service in this way: That is, if 
the postal service is to be operated as a business institution, and, if so, 
should not the users of the mail pay the cost of operating the postal 
service? 

On the other hand, somebody advocates that it does not make any 
difference what the deficit is, let the taxpayers pay it. But if | am 
a taxpayer and paying an enormous tax and only use the mail service 
“se identally, why should I pay the loss sustained in the postal service 
by these people who are getting subsidies? 

That is my philosophy. That is something to be determined by 
the C ongress. 

Mr. Sapiak. I only say to that, Mr. Donaldson, that you have 
made yourself eminently clear on that point. But | will wager 
anything that subsequent witnesses, especially those in opposition, 
will again raise that issue that we had here previously, as to whether 
or not the Post Office Department is a service organization. 

Mr. Donatpson. That has been raised over the years. It is 
nothing new. 

Mr. Sapiak. It is history repeating itself when you have the same 
thing again with the postage rates. 

I have just one concluding question, and that is in line with what 
Mr. Lantaff brought up about the salary. The 10 percent he men- 
tioned, is that an irreducible minimum as far as increased wages are 
concerned for the postal employees and Federal employees? 

Mr. Donaupson. | still want to say that any increase in the salaries 
of the postal employees should take into consideration the increased 
cost of living and place them on a parity with other workers in outside 
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industry. Whether that is 8 percent or 10 percent or 15 percent, 
do not know. 

Mr. Sapuak. Is that separate and distinct from the passage of th 
rate increases? 

Mr. Donaupson. The rate bill has nothing to do with the salar) 
bill. 

Mr. Sapuak. Thank you very much. 

The Cuarrman. Mr. Whitaker, do you have any questions? 

Mr. Wuiraker. Mr. Chairman, I am going to divert for just « 
second. 

I would like to make a motion that the chairman be authorized to 
congratulate Mr. Robert Ramspeck upon his accepting the Chairman- 
ship of the Civil Service Commission and convey to him our support 
and invite him to meet with us in executive session at a time when it 
is convenient to him and to the committee, to have a get-together 
just as a matter of respect to him. 

I think his acceptance of that appointment is going to be a very fin: 
thing. He is a former Congressman and has the respect of all Mem 
bers of the House, in my opinion. 

The CuHairMAN. Are you putting that in the form of a motion? 

Mr. Wurraker. Yes. 

Mr. Mixxer. I second it. 

The CuarrMan. All in favor will please say ave. 

(General response ave.) 

The CHAIRMAN. Opposed? 

(No response.) 

The CuarrMan. The motion is unanimously adopted. An appro- 
priate letter of congratulation and also cooperation will be sent by the 
chairman for our committee to Mr. Ramspeck. We will also invite 
him to appear at his convenience before the committee. 

Mr. Warraker. And if the other members of the Commission car 
to come, let them be invited also. 

The CuarrMan. Mr. Hagen. 

Mr. Hacen. Mr. Donaldson, you mentioned envelopes of odd sizes 
being able to go through this machine that you have. I wonder if 
vou would want to recommend to the committee a surcharge on odd 
sizes, bulky or odd shaped envelopes, so that you would discourage 
the use of such envelopes which causes the inconvenience, the extra 
expense, and extra handling. 

Mr. Donatpson. We do have such a charge on outsize circulars 
now, on third-class mail. 

Mr. Hacen. I mean on first class. 

Mr. Donaupson. I do not believe it would be advisable to put a 
surcharge on first-class mail, because first-class mail goes up to 70 
pounds and you have all sizes and types of first-class packages, bank 
packages. 

Mr. Hacen. It is odd size envelopes that cause trouble and extra 
expense, so why do you not try to discourage the use of such odd sizes? 

Mr. Donaupson. We have through the vears tried to discourage 
the use of different types of envelopes and have tried to get business 
to use a certain type of envelope. In the main, they have. 

Particularly at Eastertime, or during the Christmas holidays, al! 
tvpes and forms of greeting cards are prepared and go through the 
mail, which are difficult to handle. But if you applied a surcharge to 
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business mail, first-class mail which pays its way, vou would run into 
all kinds of difficulties. 

Mr. Hacen. I am only talking about the large or unusual tvpe of 
size of envelopes. It is the same policy that you are adopting in the 
case of parcel post. 

Mr. Dona.tpson. You have, Congressman Hagen, in every post 
office what is commonly referred to in postal parlance as a slug 
On the facing tables, where the mail collections are to be dumped 
to be sorted, to go to the canceling machine, you will find it takes 
a gurney or two gurneys to hold the outsize packages, which are 
known as “slugs”. They have to be hand-stamped and carried to 
the distributing cases. 

Mr. Hagen. That is why I should think you would want to charge 
a little more on that. 

Mr. Donatpson. Most of those may carry anywhere from 50 
cents to $15 in postage stamps. 

You must bear in mind that there is a 3-cent rate for the first 
ounee, and a 3-cent rate for each additional ounce. 

Mr. Hacen. | am trving to raise the rates here a little bit, but vou 
do not agree. 

Mr. Donatpson. I would not want to agree to increase rates on 
first-class mail as long as you are providing such enormous subsidies 
for other classes of mail. 

Mr. Hacen. Referring to the other subject, the 50-cent surcharge 
you suggest for parcel post, do you think the 50-cent surcharge plus 
the low rates on parcel post is enough of a charge to bring this business 
back into the hands of private enterprise? 

Mr. Donatpson. Of course, you bear in mind that I cannot ask 
the Interstate Commerce Commission to increase the rates on parce! 
post more than to pay its way. The surcharge is calculated to divert 
from the mails these larges shipments by wholesalers and retail stores 
and what not that have come into the mails because of high express 
rates. It will not have any effect, especially upon packages going 
out of mail order houses. 

The mail order houses do not object to a surcharge. But I believe 
and I may be wrong about it—that the surcharge on that will drive 
a lot of this freight out of the parcel post business. 

Mr. HaGcen. Are the rates that you have asked for the same as 
you proposed to us in October 1949, in your message? Or are they 
higher? 

Mr. Donatpson. No. They are higher. 

At the time I was over here in 1949, I think the excess of expendi- 
tures in handling of parcel post was $85 million, if I remember cor- 
rectly, and rates were recommended along that line. Now the excess 
of expenditures is running around $105 million. 

Mr. Hacen. You made a statement for the record about the in- 
creased advertising for the large magazines. If I had the information 
| would like to put it in the record, but I do not have it. 

Along with that, there is the fact that the same magazines paid a 
good many salary increases to the employees at the same time. They 
also paid a greatly increased income tax to Uncle Sam to pay for the 
Post Office Department and other departments. So that would be 
sort of relative information. 

| just want to throw that in for the record. 

82021—51 
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Mr. Donatpson. Yes. 

Mr. Hagen. On page 11 of your report vou make mention of 12 
regional offices. You may recall that you opposed originally the 
recommendation of the Hoover Commission to decentralize the De- 
partment, and | have agreed with you on that. I think you are right. 
I opposed it with you also. 

Mr. Donaupson. I still oppose it. 

Congressman Hagen, you are on another subject or suggestion en- 
tirely. I still oppose it. The 15 regional offices, plus 80 subregional 
offices, recommended by the Hoover Commission for the administra- 
tion of the postal service 

Mr. Hagen. That wasa larger scope. But this is 12 regional offices 
to handle certain payments of the Department. 

Mr. Donatpson. No. You will recall that this committee approved 
and Congress passed what is known 

Mr. Hagen. | am talking about your statement at page 11, at the 
bottom of the page. I am just reading from your own words. 

Mr. Donaupson. If you will just wait, I will explain that to you, 
because | think you have forgotten the fact that this committee passed 
and the Congress passed a bill, the Financial Control Act of the Post 
Office Department, which takes over from the General Accounting 
Office all of the accounts of the postal service. We have taken that 
over. 

Now, these 12 regional offices have to do with accounts and records, 
with the new money order system and with the accounting control of 
the Post Office Department, not the administration of the service of 
the Post Office Departinent. 

Those 12 offices are located where we have 12 Federal Reserve 
banks, because the Federal Reserve banks and the banks of the 
country are going to handle the money orders for us. 

Mr. Hagen. | am getting up to this question, however: The cost 
to the Post Office Department is about $3 million, the same as the 
General Accounting Office cost. | thought perhaps by your program, 
if and when carried out, vou might reduce that cost. 

What is to be gained if the cost is not reduced? 

Mr. Donaxpson. It is to simplify the accounting system and in 
the long run reduce the cost. This cost that you speak of here, of 
$3 million, is to take care of the salaries of the emplovees that were 
working for the General Accounting Office, that were taken over by 
the Post Office Department pending establishment of this accounting 
system in the field. 

When we get into the field of these 12 regional offices, a lot of work 
that is now being performed in those offices will be transferred to the 
regional offices. That will have no relationship to the General Ac- 
counting Office. 

In other words, all your money orders will be handled as cash and 
will be handled through the Federal Reserve banks, where the Federal 
teserve banks will punch them. These 12 offices will have an elec- 
tronic system to tabulate all the money orders and money-order 
aecounts and all the accounts of the Department. There will be a 
suving When that thing is established. 

But we took over about 800 emplovees from the General Account- 
ing Office, performing the same kind of work, pending the establish- 
ment of these 12 offices, 
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Mr. Hacen. | was going to inquire, on page 18, about the elimina- 
tion of the $10 bulk mail fee. What was the reason for vour sugges- 
tion on that? 

Mr. Donaupson. I felt there has been a considerable complaint 
from mailers of bulk mail to paving this annual fee of $10 each and 
every vear fora permit to mail. It has been a costly thing, too, from 
the standpoint of keeping records. If vou raise the rate on this class 
of mail from | cent to 2 cents on the book mailings, then there is really 
no objective in making each one of those people pay SLO each vear 
for the permit to mail. 

I did not recommend this charge for permit. That was placed in 
by the Eightieth Congress, | think, by this committee as a means of 
raising more revenue, 

But now, since you are increasing the revenue from third-class mail, 
why bother each one of these mailers with a fee each vear? 

Mr. HaGen. At the bottom of page 10, referring to vour paragraph 
on the money order system, | cannot quite understand what your 
statement is. In one line vou say that vou cannot determine the 
savings to be accomplished by the new system of money orders. Then 
in the last part of that same paragraph vou say that the savings will 
be equal to the losses that are presently being sustained, within a short 
time. 

I do not know which one of those statements to believe. If you 
read your own statement you will see that. 

Mr. Donatpson. | cannot expect you to understand, Congress- 
man, the whole story in that. Here is the problem with which we 
are faced: On July 1 we go into the new money-order system. The 
General Accounting Office is 9 months behind with its audit of the 
old money orders, and we have to continue to audit all the old money 
orders until they are eventually all eliminated, called in. 

On March 31, this vear, we will discontinue the postal note, and 
vou have to carry this work forward until all of the work incident to 
those two systems is completed. At the same time, we have to start 
the new system. 

There will be no savings in the first vear, because of this great 
backlog of carrying on all of the work of the old system while we are 
assuming the work of the new. But after 1 year’s time in this, when 
we have eliminated all of the old system and all of the cost of the old 
system, there will be a saving, I think, pretty nearly equal to the 
losses we are sustaining now. 

If it is not enough—and | am given authority to increase the 
fees—then I will raise the fees on the money orders to wipe out the 
remainder of the loss. 

Mr. Hacen. I have one final question. 

On this cost ascertainment program, is it correct to make this 
statement: Is it not unfair and discriminatory to the post. office 
which has a very high, efficient unit cost record to receive as a national 
average these cost ascertainment figures when vou consider the fact 
that some offices, like Boston, Brooklyn, and New York, have such 
high unit costs? 

In the case of San Francisco, for instance, the cost per unit for 
Money orders is a little over 6 cents In the case of Brooklyn it is 
about 15 cents per unit. In the cost ascertainment program, as | 
understand it, vou take a national average for all these unit costs. 
Is that correct? 
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Mr. Donaupson. The national average is based upon the actus 
costs made during that week. 

Mr. HaGen. For the whole country. 

Mr. Donaupson. And during that week the actual cost study 
made in New York, in San Francisco, Brooklyn, and Boston. It 
made in all of these offices at the same time, during the same week 

Mr. Hacen. But regardless of the efficiency of one post office a- 
compared to another, the taxpayers and the users of the more effi 
cient post office have to pay the national average of vour cost, do 
they not? 

Mr. Donaupson. No. If it happens that New York is not as 
efficient as San Francisco is, the count and the test made at New Yor! 
isactual. It is accurate because they make a count there the same as 
in San Francisco. 

Of course, when you get down to unit cost, that is another thing 
As | told vou yesterday, a unit cost was attempted by Mr. Tilton, th 
Third Assistant Postmaster General in 1929 and 1930. It was 
eliminated because he did not think it could be made. 

The unit cost that you have here is the unit cost prepared by th 
cost ascertainment in conjunction with taking cost-ascertainment 
figures and studies. 

In addition to that, we have assigned post-office inspectors and some 
officials from the departments to numerous oifices in the country to 
make a study of the unit cost in each one of those offices. We ar 
trving to find a vardstick. 

The Heller committee that investigated the post office for 10 
months attempted to do the same thing, and there are so many 
variables. 

For instance, at Dallas, Tex., all of vour distribution of outgoing 
and incoming mail is in one building. It is a centralized distribution 

In Boston, it is in 90 different places. 

Mr. Hacen. How about the case of money orders, that in Brooklyn 
it is 15 cents and in San Francisco 6 cents? 

Mr. Donatpson. You have the same variables, Congressman 
Hagen. You have a money-order clerk on a window. He is on thx 
window all day and he is paid $4,000 a vear. If he writes 50 mone, 
orders a day, the cost is $4,000 a vear on that basis. If he writes a 
hundred money orders a day, the cost becomes less. You have 
more window operations in those offices where vou have more classified 
stations. It obviously would be more. 

The same thing is true of the stamp clerk. The stamp clerk is 
paid an annual salary. 

Mr. Hagen. What I am getting at is that your total cost, both 
from high- and low-cost-unit offices, is averaged up and all the con 
sumers and mail users in the country have to pay the recommended 
rate on the basis of the average of both high- and low-cost-unit offices 

Mr. Donatpson. No, that is not true. 

Mr. Hagen. Do you not take a national average? 

Mr. Donatpson. No. That svstem you are speaking about has 
no relationship to the cost-ascertainment figures on cost ascertain- 
ment. That just happened that cost ascertainment attempted to 
make that study. 

Mr. Hagen. What I am saving is that the total cost of the operation 
of the Post Office Department is made up of the total cost of ever) 
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office in the country, some of which are efficient, some of a low-unit 
cost, others being less efficient, or having a high-unit cost. 

But regardless of that, the total cost is what we have to try to 
raise the rates for to offset the deficit; is that right? 

Mr. Mixiier. The profits on the bananas paid for the losses on the 
peanuts. 
~ Mr. Hagen. Everything has to be paid some way. You are going 
to penalize the Post Office Department and its users of the mail in 
that area, compared to the inefficient, or, at least, high unit cost 
office and the consumers in that area. 

Of course, you cannot do it any other way. 

Mr. Mitier. That is the human variable. 

Mr. Hagen. We have to accept that I presume. 

Mr. Donaupson. That is not fair to the Post Office Department. 
‘That is a petty argument you could use for opposing increased rates. 
| could think of a hundred arguments. I could come here and | 
could throw monkey wrenches into a lot of things. You have it in 
outside industry, everywhere, in Congress. 

Mr. Hacen. In the case of rural routes which we want maintained, 
and the useful fourth-class post offices, I] note that most of all them 
do not pay their own way. Do we expect the users of the mail in 
some cities to offset that and make them pay the losses? 

Mr. Donatpson. That is the most unfair statement you could 
possibly make against fourth-class, third-class, and second-class post 
offices. 

In the history of this postal service, since my time in the postal 
service, the revenues of third- and fourth-class post offices never paid 
the expense of operating. 

But that is the revenue of the originating mail. But if 400 carloads 
of mail go out from New York City, they get all the revenue from that 
mail in New York, but that mail is handled in all these third-class and 
fourth-class post offices over the country. 

Mr. HaGen. I am for increasing the rural route service, in fact, but 
you hear arguments here and in other places that they should close 
up fourth-class offices and should make the rural farmers pay their 
way for their mail service. 

| do not see it, and Iam against it. That is why | am bringing 
out this point. 

Mr. Donatpson. That is all a part of your postal system. 

Mr. HaGen. Exactly. 

Mr. Donatpson. Let us just take some things that produce no 
revenue at all, if you want to go to that extreme. Rural delivery 
produces a small amount of revenue. It costs us about $175 million 
a vear, but it furnishes a postal service to one-quarter of the population 
of this country. You pay $400 million a year for city delivery and 
there is not a cent of revenue derived from city delivery. 

You do not have any revenue from motor-vehicle service; you do 
not have any revenue from custodial service, but it is all a part of the 
great service. A great part of the revenue is produced in third- and 
fourth-class post offices. The amount of salaries paid to the clerks 
and the postmasters in those offices is only about $30 million. 

Mr. HaGen. You might recall | never opposed any of those expenses. 

Mr. Doxatpson. I know you did not. But you are getting into 
some unit costs that you could not possibly apply to it. 
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Mr. Haagen. Is not there some indication that some of these post 
offices might need more efficiency, as the cost is high? ‘ 

Mr. Donautpson. We are making a study of that constantly. A : 
study has been made since 1929, of unit costs in post offices. 

Mr. Haagen. Did you find remedies for it? 

Mr. Donaupson. Yes. We find remedies occasionally for it and 
study it all the time. But you have so many variables to take into 
consideration in assessing unit costs against one office and another 
office. 

Mr. Hagen. How about the suggestions made by the emplovees? 
Are they taken up pretty generally? Do you have a pretty good per- 
centage of suggestions that are accepted? 

Mr. Donaupson. Yes, we do have. We have a suggestion program 
whereby at 15 places in this country, a committee composed of the 
postmaster, inspector in charge, and the general superintendent of the 
rail mail service, constitutes a board to handle all suggestions. Any 
suggestions of local application can be put into effect by that com- 
mittee without coming to the Department. Any suggestion that has 
general application to the whole postal service comes into the Depart- 
ment, where it will be processed and studied. 

Awards are issued to the emplovees on the basis of the annual sav- 
ings made by the adoption of the suggestions. We have issued 
number of awards in the postal service since that was in effect. 

Mr. Hacer. Thank you. 

The CuarrmMan. Mr. Miller. 

Mr. Minter. I move we adjourn. 

Mr. Burnsipr. Mr. Chairman, there is just one question that I 
think we have to consider before we adjourn. 

Have vou considered the question of the V-mail in vour request to 
the Appropriations Committee? 

Mr. Donaupson. No, sir; that is not in the picture vet. It may 
get into the picture if we get into a greater mobilization. 

Mr. Mitter. Mr. Chairman, | renew my motion to adjourn. 

The Cuarrman. Mr. Postmaster General, we wish to extend our 
thanks to vou for your testimony during the past 2 days. You have 
made a splendid and forthright presentation. 

I have marveled at your knowledge of every detail of the postal 
service that you have presented here today and yesterday. 

I do not care who Savs otherwise, but I still sav vou are the ablest, 
most efficient, most capable Postmaster General we ever had. 

Mr. Donaupson. Thank vou, Mr. Chairman. I appreciate that 
from the bottom of my heart. 

The CHarrMan. Tomorrow morning we will have Mr. Wentzel 
here at 10:30. 

(Thereupon, at 12:40 p. m., the committee recessed, to reconvene 
at 10:30 a. m., Thursday, March 8, 1951). 
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THURSDAY, MARCH 8, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON Post Orrick AND CIVIL SERVICE, 
Washington, D). es. 

The committee met at 10:30 a. m., pursuant to recess, in room 213 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuarrMan. The committee will be in order. 

The first witness this morning is Mr. Nelson B. Wentzel, who is 
Deputy Assistant Postmaster General. 


STATEMENT OF NELSON B. WENTZEL, DEPUTY ASSISTANT 
POSTMASTER GENERAL 


The Cuatrman. Mr. Wentzel, before you discuss the provisions of 
the pending bill, H. R. 2982, Mrs. St. George wants to ask you a ew 
questions. 

Mr. St. George. Thank vou, Mr. Chairman. 

Mr. Wentzel, I wanted to ask you a few questions on the Postmaste: 
General’s report because I did not have time to get into it yesterday. 

The questions are very brief, and some of them may have already 
been asked; I do not know. 

The first question is: | notice that in the closing paragraph the 
Postmaster General says [reading]: 

It must be remembered that approximately 96 percent of all costs of operation 
are for wages and expenses incident to the transportation of the mail About 
74 cents out of each dollar spent goes for salaries and wages 

Has that always been the case, or is that a new development? 
Has it not always been so that 74 cents, or that proportion, went for 
salaries and wages? 

Mr. Wenrzev. It does run close to that. 

Mrs. Sr. Georce. Yes. That is nothing new; }s it? 

Mr. Wenrzev. It is nothing unusual, 

Mrs. Sr. GvorGe. There is another matter that we discussed and 
the new members brought up the question again, of whether the Post 
Office was to be a service institution or whether it was to pay its way. 

Of course, | have heard that since I have been in Congress and | 
still think that has to be determined. It is obvious that if it is to pay 
its way it has to be run entirely differently than if it is going to be a 
service organization. 

It also seems to me, from what I see of the ‘igures on page 3, that 
although we are spending more money on the Post Office, just as we 
are spending more money on every other department of Government 
I am not saying this in a spirit of criticism 


we certainly are getting 
less service. We see here that there 


has been a reduction im the 
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service, as far as the train service is concerned, 45 to 50 percent. We 
know that there is a curtailment in deliveries. 

So that I think, without being carping at all, we can say we are 
spending more money for less service at the present time. Is that 
not so, Mr. Wentzel? 

I am not saying that is the fault of the Department; I am merely 
stating it as a fact. 

Mr. Wenrzeu. Of course, the Department has to provide other 
service to take the place of that which has been discontinued, some- 
times at a greater expense. 

Mrs. Str. GrorGce. Yes. But, on the whole, the service is not as 
good, we will say, as it was 5 or 10 years ago; is it? 

Mr. Wenrzev. Not so far as train service is concerned. 

Mrs. Sr. GeorGe. Not so far as delivery is concerned. 

Mr. Wenrzev. Under this curtailment. Unfortunately it has been 
found necessary to cut down. 

Mrs. St. Georce. That is what I mean. 

Therefore, it seems to me in the present legislation, if we want to 
give the service that I think the public is entitled to, we really are not 
appropriating or asking for enough money. ‘That is because, first of 
all, we do not know what the wage scales are going to be. We are 
putting the cart before the horse. We are asking for more money, and 
we probably all know that we will probably vote for salary increases, 
and then we will have to ask for more money. 

Mr. Mituter. Would the lady yield? 

Mrs. Sv. Grorae. Gladly. 

Mr. Miuuer. I wonder if Mrs. St. George has given consideration 
to this factor in developing her thinking: 

You started by asking about this proportion of wages in relation to 
the total cost. Mr. Wenzel said that it was proportionately about the 
same. 

Mrs. Sr. GrorGe. Which I think is correct. 

Mr. Mituer. It takes about the same number of man-hours to do 
the job now as it did before the wage increases were put into effect. 

But we have limited the number of man-hours that are available 
by the appropriation available, which means that the Post Office 
Department, then, as far as its salaries are concerned, is limited by the 
amount of the appropriation; which, in turn, curtails the number of 
man-hours available, which can only result in a contraction of service 
someplace up and down the line. 

Mrs. Sr. GeorGe. Nevertheless, we are spending more money. 

Mr. Miter. We are spending more money; but, if we raise the 
salaries on one hand and fail to provide money for that equivalent 
amount of raise in salaries and only retain the money on the same 
basis, then the Postmaster General has no alternative but to contract 
those services. 

Mrs. Sr. GrorGe. I agree with you. What I am trying to get at 
is the same old story: that, if we want to give service, we have to 
pay for it; and, if we want to make it a business concern, we have to 
proceed in a different way. 

But we come here vear after year and we hear the same testimony 
and we go through the same motions. We end up by giving a little 
bit here, but never enough. 

Mr. Miniter. I agree with vou entirely in that. 
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Mrs. Sr. GrorGce. That is why | wish we could determine the 
policy. 

Mr. Miuuer. But I did not want to leave the impression, and | 
know you did not have the intention of leaving the impression that 
the Post Office Department was less efficient. 

Mrs. Sr. GrorGe. No. I said definitely this is not in a spirit of 
criticism. It is merely a statement of fact. 

The Cuairman. Of course, Mrs. St. George, there has been a tre- 
mendous increase in the volume of mail over the past few years. 
Naturally, that increase in volume increased the cost of operating 
the Department. 

Yesterday I believe the Postmaster General stated that there had 
been an extension of city delivery service of about 982 thousand units. 

Is that the figure, Mr. Wentzel? 

Mr. Wenrze . I| believe it is 984 thousand; something like that. 

Mrs. Sr. GeorGe. I do think, however, Mr. Chairman, we ought to 
be realistic in our approach to the fact that any department as big as 
the Post Office Department, employing 500,000 people, is certainly 
subject to improvement. It is only human, and I think we should 
take the attitude that all possible streamlining and economy and 
furtherance of efficient operation should be put into effect. I mean 
we cannot just sav, “Well, it is not the Department’s fault; there is 
too much business and they are called upon to do so much,’ and so 
forth. . 

Both ends have got to work together. 

The CHairman. | thoroughly agree with you. And I might say 
the Department has made rapid strides in more efficient operation. 

Mrs. Sr. GeorGe. I think they are to be congratulated, but I am 
sure they can make further strides. 

The CuatrmMan. Of course, Mrs. St. George, whenever train service 
is eliminated due to curtailment of branch lines, the Post Office 
Department has to provide other means of transportation, either by 
contract service or by highway postal-bus service. 

The cost of that corresponds to what might be saved from cur- 
tailment. 

Is that not so, Mr. Wentzel? 

Mr. Wenrze.. Yes. 

Mrs. Sr. GeorGe. | admit all that. 

The CuarrMan. Of course, it comes to the question of appropria- 
tions for the Department. I voted last year for the Thomas-Taber 
amendment—and I have no apology to make for it—which calls for 
a 10-percent reduction in the appropriation for every one of the 
executive agencies. 

That may have seriously crippled the operation of the Department. 
I do not know. But, as you say, I think the operation of any agency 
can be improved. 

Mrs. Sr. GeorGe. I am sure of it. 

The Cuatrman. This year | think the President’s budget can be 
materially reduced. Iam going to vote to reduce it. I feel | have an 
obligation to the taxpayers to hold these nondefense expenditures to 
the minimum and cut the nonessential expenditures absolutely to the 
bone. 

All right, Mr. Wentzel, you may proceed with your discussion of the 
bill, taking up a section at a time. 
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Mr. Wenrzev. The first section, section 1 (a), provides for increas- 
ing the rate of postage on the Government postal cards and the pr vate 
mailing, or what are commonly designated as ‘post cards.”’ 

By the way, these figures with respect to the volume of mail and the 
additional revenue anticipated from the recommended increases are 
based on estimates of the business of the Department for the fiscal vear 
1952, so as to tie in with the anticipated deficit for that year. 

It appears from our cost-ascertainment statistics that there are 
almost 47,000,000,000 postal cards and post cards being mailed, or 
would be mailed in that fiseal vear, the next fiscal vear. 

The CHairman. How many did you say? 

Mr. Wenrzev. Not quite 47,000,000,000. 

The CHarrMan. Does that include both postal cards and post cards? 

Mr. Wenrzev. Both postal and post cards. 

The CuatrmMan. Can vou break down the two groups? 

Mr. Wenrzev. There are about 3,000,000,000 and not quite 600,- 
000,000 Government postal cards, and about 1,100,000,000 of the pri- 
vate mailing cards. 

1 just made inquiry before I came over, and they tell me that cur- 
rently we are issuing postal cards at the rate of about 4,000,000,000 a 
year. That is just the Government postal cards. 

Now, we are losing on each card, it is estimated, between 2.6 and 2.7 
cents on each of these types of cards; which means that the excess of 
the expenditures over the revenues for the postal cards and post 
cards exceeds $70 million; probably $75 million, or perhaps a little 
bit more than that. 

So that, if this proposed increase of 1 cent per card should be 
authorized, we would still be losing approximately $30 million on 
these particular cards. 

That is about the story on the postal cards. 

The CHarrMan. What percentage of these cards are used for 
commercial purposes? 

Mr. Wenrzev. It is estimated that from 90 to 95 percent are used 
for advertising or commercial purposes. 

The CHarrMaAn. You might for the record explain the difference 
between the postal card and the post card. 

Mr. Wenrzet. The postal card is provided by the Post Office 
Department under a law enacted in 1872. They are printed and 
have been for many vears by the Government Printing Office. 

The CHarrMan. What is the cost of printing those cards? 

Mr. Wenrzev. Currently that is 67 cents per thousand. The 
last time we were before vour committee I believe it was 72 cents, 
but they have effected some economies, with our cooperation, in the 
manner of packing and shipping the cards, so that the price has been 
reduced to 67 cents a thousand. 

The private mailing card was first authorized in 1898, I believe. 
That must conform in size and quality and so forth to the Government 
postal card, but it is provided by the mailer. The postage is paid 
either by stamps affixed to the cards, or by the meter, which is now 
so widely used. 

In some cases they are using what they call a nonmeter permit, the 
postage being paid in money. 

Both types of these cards are being very widely used for commercial 


purposes. 
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The CHaiRMAN. Are more postal cards used for commercial pur- 
poses than post cards? 

Mr. Wenrzev. Of course, the number is much greater. There are 
nbout three times as many Government postal cards used as there are 
of the private mailing cards. A large part of the private mailing-card 
business is the souvenir card, with which vou are, of course, all 
familiar. But there are many private mailing cards. 

For instance, the public utilities are using them greatly now for 
billing their customers. Some of them are using as many as a million 
a month. 

The CHarrmMan. Are they using’ postal ecards, or post cards? 

Mr. WenrzeL. Some are using post cards, and some are using the 
private mailing cards. Insurance compapies use them very widely. 

If the members of the committee are interested, [ have brought 
some samples along showing the types of usages of these cards. 

Mr. Gross. Mr. Chairman, that is true of the Rural Electrification 
Administration, is it not? 

The CuarrmMan. That is correct. They use the penny ecards for 
mailing out their statements 

What is the estimated revenue from the postal cards? 

Mr. Wentzevc. At 1 cent each, we are estimating for 1952 about 
$46 million, between $46 million and $47 million, provided we do not 
lose any of the volume. 

The CuarrmMan. What do you estimate in cost? 

Mr. Wenrzev. The cost is running about one hundred and twenty- 
some million dollars. About $123 million, or $124 million, I believe 
is the allocated cost. They gave me some figures on that just vester- 
day, based on the 1950 cost acertainment which, as vou know, has not 
vet been published 

The CuarrmMan. How long has the rate been 1 cent? 

Mr. Wenrze.. Ever since 1872, except for a short time in 1917 to 
1919, L believe. L have that information here exactly. 

The post cards, of course, went up at that time, too. Government 
postal cards were authorized by Congress in 1872 at 1 cent each. 
Private mailing cards were authorized by Congress in 1898 at 1 cent each, 
The l-cent rate on postal and post cards continued until increased to 
2 cents by the War Revenue Act of October 3, 1917. The 1-cent 
rate was restored by the act of February 24, 1919. 

The rate on post cards only was increased to 2 cents by the act of 
February 28, 1925, and restored to 1 cent by the act of May 29, 1928. 

With the exception of the short intervals, the l-cent rate has con- 
tinued to apply ever since the cards were authorized. 

Mrs. Sv. GrorGe. Mr. Chairman. 

The CuarrmMan. Mrs. St. George. 

Mrs. Sv. Grorce. Let me ask right there: What was the reason 
for changing back to the lower rate? Was that because the volume 
decreased? Was there any good reason for going back to the lower 
rate? 

The CHarrmMan. The first increase was the war revenue revision 
during World War I. 

Mrs. Sv. GrorGe. And it was specified that it would be reseinded 
at the end of the emergency; is that correct? 

Mr. Wenrzev. It was a temporary increase on the private mailing 
cards from 1925 to 1928. That was an effort to get additional 
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revenue. There was a quite broad revision of rates in 1925 and then 
a further revision in 1928. The first one was an increase and the 
second one reduced some of the rates. 

The CHarrMAN. Are there any questions as to the postal cards? 

Mr. Armstrona. Mr. Chairman. 

The CuatrMan. Mr. Armstrong. 

Mr. Armsrrona. Mr. Wentzel, why was the 2-cent rate abandoned 
then in 1928? 

Mr. Wenrzev. That rate was established by the act of February 
28, 1925. It was restored to 1 cent by the act of May 29, 1928. 

Mr. ArmMstrona. I am referring’ to the later rate. 

Mr. Wenrzeu. On the post cards? 

Mr. Armstrona. Yes, sir. 

Mr. Wenrzev. There was quite a demand, of course, as you prob- 
ably find now, that there should be a 1-cent rate for cards, and 
Congress acceded to it. 

Of course, the regular postage rate was only 2 cents; that is, the 
letter rate. 

Mr. Goupen. Mr. Chairman. 

The CHarrmMan. Mr. Golden. 

Mr. Goupen. In writing our bill last year, was there any attempt 
made to distinguish between the cards used by private individuals and 
the cards used for commercial purposes? 

The CHatrrmMan. Yes. That was discussed and the Postmaster 
General said it would be absolutely impossible to administer, as I 
understood it, because it would cause too much confusion in trying 
to make any distinction between the cards used for personal messages 
and the ones used for commercial or advertising purposes. 

Is not that correct, Mr. Wentzel? 

Mr. Wenvzet. That is right. It would be difficult to administer, 
it was felt, and it would be discriminatory, too. 

The CHatrman. Mr. Hagen. 

Mr. Hagen. Let us follow it through. How can it be confusing? 
Let us get into that further. 

Mr. Wenrzev. It would place on the Post Office Department and 
the postmasters the duty of determining whether the purchasers of 
the cards are entitled to purchase a 1l-cent card or a 2-cent card. 

Mr. Hagen. That is not the proposal at all, as I understand it. 
The proposal is, as I understand it, that one is a postal card sold by the 
office of the Post Office Department. Anybody buying that card 
pays | cent for it. 

The proposal was to increase the rate to 2 cents on that. The 
private card is where a,man may go into a drug store or greeting-card 
store, and so forth, and buys a post card. He can send that for 1 cent. 

You are right; it is discriminatory against the customer and against 
the Government, too, and the taxpayer, because when you buy a post 
card in the store you pay for it yourself and you go and buy a penny 
stamp. 

If the increase goes into effect, it will be 2 cents. The other fellow 
who goes into the post office will get it free at the taxpayers’ expense. 

Mr. Rees. You are thinking of discrimination to the extent of 67 
cents on a thousand; is that it? 

Mr. Hacen. Yes. But the big point is the discrimination against 
the private printing man, the small print shops, and the union printers 
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and workers throughout the country and all other workers who are 
being beaten out of opportunities to make a living on account of the 
Government making unfair competition. 

Not only that, but the 67 cents is only for the printing, is it not? 

Mr. Wenrzeu. That is right. 

Mr. Hagen. How about the handling, the packaging, the trans- 
portation charges? 

Mr. Wenrzev. That is figured in the over-all cost. 

Mr. Hacen. How about the accounting and all the administrative 
work? How about the folding card? You are given two cards for 
1 cent, are you not? 

Mr. Wenrzev. No, indeed; 2 cents. 

Mr. Hagen. How about the double post card? 

Mr. Wenrzeu. You pay 2 cents for it. 

Mr. Hagen. Is that what vou pay now? 

Mr. Wentzev. Yes; right along. 

Mr. Hacen. And your proposal is that it is still going to be 2 cents? 

Mr. WenTzeE.L. No. 

Mr. Hacen. As I read at the bottom of the bill here, the bottom 
of page 1 and the top of page 2, it says that double post cards are 
issued for 2 cents. 

The CuarrMan. It says that is to be rate on each portion of double 
post cards. 

Mr. HaGen. In other words, it means you are still giving the paper 
for nothing. 

Mr. Wentzex. May I say a little something on that? 

The CuarrMan. Go ahead, Mr. Wentzel. 

Mr. Wenrzev. Mr. Hagen, you and | have talked this over, vou 
know, off the record. Now, who is to benefit most, the few country 
printers who may have some orders to print these postal cards, and 
might not get them because we sell the Government postal cards, or 
the millions of people who are buying them and are using them? 

It is a question of which largest group gets the most advantage out 
of it. 

Mr. Hagen. The indidivual can still get it for 2 cents, or even 1 now, 
under the present law. He still pays 1 cent for his post card. But 
when he gets it from the Government for nothing, he should pay a 
little extra. That is what I am talking about. 

The CuarrmMan. The amount is very small, Mr. Hagen; 67 cents a 
thousand. 

Mr. Hagen. How much does it amount to together? How much 
is the loss? 

Mr. Mitier. About $2,010,000 for 3 billion cards. 

Mr. Hagen. You are just talking about the cost, but how about the 
loss? That is quite a figure. 

I propose to eliminate part of that deficit by increasing the rate on 
postal cards at least either to 2 cents or 3 cents, whichever vou may 
agree on, if you agree at all. 

The Cuatrman. I would not want to put postal cards at 3 cents. 

Would you, Mr. Hagen? 

Mr. Hagen. Yes; if you are making post cards 2 cents, | certainly 
would. 

Mr. Rees. Let us get straight on this. 











SS POSTAL RATE REVISION 


You want to charge 2 cents for the card vou buy at the post office; 
is that it? Are you agreeing to do that? 

Mr. Hacen. That is what I want. 

Mr. Ress. You want to pay 2 cents now for the card you buy at the 
post office; is that right? 

Mr. Hacen. That is right. 

Mr. Rees. But if I go out and print a million of them and put a 
l-cent stamp on them, that can go for 1 cent? 

Mr. HaGen. That is right. That is for two reasons: You are sup- 
plying vour own paper, and, secondly, vou do not have Uncle Sam 
competing with private industry and business. | will tell vou that is 
an important factor in a small-town printing shop, and many other 
printing shops throughout the country. 

The CHarrMan. | take it you know most of those cards are so-called 
souvenir cards. When a person is away on a visit to Florida or Cali- 
fornia, or anywhere else, he will buy these souvenir cards to send back 
home. You would not want to deprive people of that privilege, would 
you? 

Mr. HaGcen. | am trying to keep the lower rate on those types of 
cards. 

The CHAIRMAN. One cent? 

Mr. HaGen. Yes. 

And if vou raise it, it should be 2 cents, and then 3 cents on the 
Government postal cards. 

I want a differential for two reasons. One is that the taxpayers are 
buying cards for individuals, mind you, as small as it may be. 

Secondly, I want to get Uncle Sam in line with Mr. Donaldson's 
own policy, as he said here yesterday, that he favors an increase on 
just about everything that competes with private business. He said 
that very clearly, and the record will show that. 

So if he is going to follow that policy through, he should look with 
some favor on this differential in the rate on postal cards and post 
cards 

Mr. Mititer. Will vou yield to develop this thought? 

Mr. HaGen. Surely. 

Mr. Mitcer. It is not original with me, I assure you, but vou are 
irving to protect the little printer and I appreciate your interest in 
the little man. 

Now, one of our colleagues is going to raise the argument, which I 
think is just as pertinent and potent as that one, that you are de- 
stroving the little man’s letter. 

Mr. Hagen. No; he can still send a post card for 1 cent less than 
the postal card. Lam looking out for the poor man. 

Mr. Mituter. You are taking away the poor man’s telegram. 

The CHarrmMan. You are making the poor man go out and buy a 
private card where now he goes to the post office and gets a penny 
postal card. 

Mr. Hagen. Any hotel will give you a free post card or you can 
make or cut out your own from any heavy paper or light cardboard, 

The CuarrmMan. Mr. Reams. 

Mir. Reams. What is the cost of printing 1,000 l-cent stamps? 

Mr. Wenrzev. Fourteen cents currently, on the average for all 


Stamps. 
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Mr. Reams. Fourteen cents for one-cent stamps, which would have 
to be affixed to the private mailing? 

Mr. Wenrzev. That is right. 

Mr. Reams. As compared with 67 cents a thousand for the postal] 
card? 

Mr. Wenrzev. That is right. 

Mr. Reams. Thank you. 

The Cuarrman. That makes a difference, then, of 53 cents a 
thousand. 

Mr. Withrow. 

Mr. Wirnrow. You spoke of the temporary rate increase in cards 
during the war period. 

Mr. Wenrzev. That is right. 

Mr. Wirnrow. Do you recall what happened to volume during that 
period? 

Mr. Wenrzev. There are no exact figures available, Congressman, 
but, naturally, there was a falling off in the volume of cards used. 

Mr. Wirnarow. Do you think that is a fair period for comparison? 
Do vou think that would happen now, or do you think it would not 
happen now, a falling off in volume? 

You mentioned that before. 

Mr. Wenrze.. There would be some falling off. We should have 
to expect that. 

Mr. Wrrnrow. Do you recall how much of a falling off there was in 
percentage? 

Mr. Wenrzex. 1 do not have those figures here. We did make 
some estimates at that time, but I do not have those figures here. 

The falling off is more noticeable when the post cards alone were 
increased. There was quite a falling off in the use of the private 
mailing cards. But when both the postal and post cards, under that 
War Revenue Act of 1917, were increased, the falling off was not too 
noticeable, 

And, of course, we did not have the cost ascertainment in operation 
at that time. So we did not have nearly the source of information 
that we have had since 1926. 

The CuarrmMan. Are there any other questions on post cards, or 
postal cards? 

Mr. ArmsrronG. Mr. Chairman, 

The CuarrmMan. Mr. Armstrong. 

Mr. ARMSTRONG. Suppose the rates-were raised to 2 cents for a‘! 
post cards, and postal cards, treating them all alike, and assume, of 
course, there would be the same volume. We understand there would 
be some falling off likely, but if it should remain at the same volume, 
how much of that approximately $77 million in deficit would be made 
up? 

Mr. Wenrzev. You have to just set an arbitrary figure, of course, 
that would be used. Suppose we say we drop down to 45 billion cards, 
we would lose the difference there in the revenue on 2 billion cards. 

Mr. ARMSTRONG. Suppose it were the same. How much would be 
gained? Suppose it were the same volume of cards that was used 
as are now used. How much would be gained? 

Mr. Wenrzevt. Well, we would gain 47 million dollars. 

The Cuarrman. It would still be a loss, would it not? 
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Mr. Wenrzev. It would still be a loss of around 30 million dollars. 

The CHarrMan. Are there any other questions? 

Mr. Karsren. I have a question, Mr. Chairman. 

The Cuarrman. Mr. Karsten. 

Mr. Karsten. Assuming, Mr. Wentzel, that the proposal were in 
effect now, where you had a differential between Government cards 
and private mailing cards, would the difference of 1 cent for the 
private card and 2 cents for the Government card have the effect of 
doing away with your Government cards by the large users? 

Would not they use your private cards in that case? 

Mr. Wenrzev. I assume they would. 

Mr. Karsten. It is a million dollar business, and if you mail a 
million a month, the Government would probably discontinue making 
post cards. 

Mr. Rees. According to Mr. Hagen’s proposal, all you would need 
to do would be to go to the post office and buy a card for 1 cent. 
What he would do is just take a whole sheet of cards and cut them the 
same size as 1 cent cards and put a 1 cent stamp on them. It would 
not be necessary to print anything on them. 

Is it not true that it does not help the printer in particular? If 
you want to print something on them, that is all right. But as far 
as the card is concerned, according to his proposal you would be 
charged 1 cent to buy a piece of paper like that and you would put a 
stamp on it and send it through the mail; is that right? 

Mr. Wenrzev. That is right. 

Mr. Gross. Mr. Chairman, I suggest what is involved there is just 
a paper cutter. 

Mr. Rees. Sure. 

Mr. HaGen. Then that dissipates the argument that it is against 
the little fellow, does it not? 

I thank vou for that point. 

The CHarrMAN. You are helping the commercial user, the big 
fellow. 

Mr. Hacen. Anybody can cut up his own ecards and make a post 
ecard and mail it for the 1 cent rate. That is exactly right. 

The point | am trying to make is that it does not discriminate 
against the little man at all. It favors him. 

Mr. Karsten. The commercial user would take advantage of vour 
proposal, I suppose. 

Mr. Hacen. Exactly. That is what I hope to do. The Govern- 
ment will lose a lot less money because of less postal cards being sold 
at such a big loss. 

The CHatrmMan. Mr. Hagen, do you not know if you have that 
kind of differential, that the commercial users, like the utility com- 
panies, will use the private cards for sending out their statements 
instead of going to the post office and paying 2 cents for a card? 

Mr. Hacen. That is exactly what we want them to do: to give 
their business to the print shops in the country. 

Mr. Wenrzev.. We would not be getting that revenue that we 
anticipate. 

Mr. Hacen. I am willing to raise it to 2 cents for post cards and 
3 cents for postal cards if the committee wishes to do so. I do not 
argue about the revenue. 
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I want to get the point here that we want to get the Government 
out of private competition, with business, the same as you are trying 
to get them out of competition with the express companies. 

(Off the record discussion between Mr. Miller and Mr. Hagen.) 

Mr. Hacen. Mr. Chairman, in my personal off-the-record colloquy 
with Mr. Miller, I find that I misinterpreted what he had said relative 
to favorable rates to the express company and the problems confront- 
ing the employees who have been concerned with modifying the 
parcel post. Mr. Miller has informed me that he has never speci- 
fically pled the cause of the express company and I accept his state- 
ment. 

The Cuarrman. Mr. Hagen, will you not admit that if we should 
have a differential providing for the 1-cent postage on private cards, 
and 2 cents postage on postal cards, that practically everyone would, 
of course, use the l-cent private card? 

Mr. Hacen. That is what we want them to do. We want to get 
the Government out of competition with private business, exactly. 
To give a break to the printers of the country and the little business- 
men and print shop workers of the country, who are now having : 
tough time competing with the Government printing business. 

I will tell you how you act about the envelopes. You do charge 
for an envelope, do you not? You walk into a Government post 
office and you pay 4 cents for a 3-cent envelope, do you not? 

Mr. Wenrzev. The law requires that. 

Mr. HaGen. So you get a postal card free. You pay for the en- 
velope, but you get the postal card free. Why the discrimination? 
If it is logical and sensible to charge them extra for an envelope with 
a stamp on it, is it not just as logical and sensible to charge for the 
postal card with a stamp on it? 

Mr. Lestnsxr. Mr. Chairman, I would like to mention something 
else here. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnskr. Mr. Chairman, I have sent out cards in batches of 
four or five hundred back home. They cost me over a penny to be 
printed, regular penny postal cards. I took them to a printer. It 
cost over $4 to set up the machine, plus the time involved in printing 
the cards. 

Are we saving the people money, or are we not? What are you 
trying to propose? 

First of all, the post card that is sent out by people who are on 
vacation is always bought at a drug store or some other place. Whether 
he pays | cent or 2 cents does not make any difference. We are trying 
to save the taxpayers’ money. Let us keep that in mind. 

Mr. Hacen. You have the point exactly. In other words, Uncle 
Sam is subsidizing the utility companies and others by furnishing the 
eards. 

Mr. Lestnskr. They print their own cards, by the way. 

The Cuarrman. Many of these use their own cards. 

Mr. Hagen. How about the answer to the other question? 

Mr. Wenrzev.. Mr. Hagen, Congress fixed the charge for the postal 

ecard, not the Post Office De ‘partment, and it is up to Congress. If 
they do not want to have it so, including the card for 1 cent, Cc ongress 
should then change it. 








9g? POSTAL RATE REVISION 

Mr. Hacen. But you want Congress not to adopt the same policy 
on postal cards as the envelopes. 

Mr. Wenrzev. That is the policy of Congress all these years, since 
1872. 

Mr. Karsten. Mr. Chairman. 

The Cuarrman. Mr. Karsten. 

Mr. Karsten. Mr. Chairman, there has been a lot of discussion 
about the printing of post cards. 

Is there any requirement that there will be printing on the post 
cards? 

Mr. Wenrzev. On the private-mail card? 

Mr. Karsren. Yes. 

Mr. Wenrzex. No. 

Mr. Karsten. I have three of them and I would have saved myself 
3 cents by putting a stamp on them. 

Mr. Hagen. The poor man can do it for 1 cent less. You do not 
have to worry about it. 

The Cuarrman. If that completes discussion on that section, we 
will proceed to the second-class mail. 

Mr. Wenrzev. Pardon me, Mr. Chairman, but there is one more 
item-—drop letters for local delivery at noncity letter carrier offices. 

The bill that you have before you provides for increasing the rate 
on the drop letters from 1 cent per ounce to 2 cents per ounce. That 
isasmallitem. It is estimated that it would produce about $1,375,000 
a vear; which means there are approximately about 125 million drop 
letters mailed at these small post offices where they do not have city 
carrier service. 

The reason for that was not so much to get the additional revenue, 
which, of course, we need, but as vou go along—we have just been 
discussing increasing the postal card and the post-card rate to 2 cents, 
and we are getting back to third-class mail, where we are also suggest- 
ing a minimum rate of 2 cents for third-class matter. 

Now, it would be inconsistent to have a lower rate on a letter 
mailed for local delivery than we have for a circular or a postal card, 
So that this provision is intended to take notice of those two features. 

The CuarrMan. We will go to the second-class mail now, 

Mr. Corserr. Mr. Chairman, I would just like to ask one question 
there. 

The CHarrmMan. Mr. Corbett. 

Mr. Corserr. Mr. Wentzel, with these rate proposals is it not 
true that vou are creating a situation here that if you adopt one rate 
you have to adopt certain other rates, because they are reflecting on 
each other? 

For example, if we would adopt the minimum 2-cent rate per piece 
on third-class, we surely could not send first-class postal cards for a 
lesser rate than third-class mail. 

At the same time, we have the drop letter tied in the same situa- 
tion—that you could not have it cheaper than the postal card or the 
third-class. 

I am making that observation here particularly for Mr. Hagen and 
some others, that if we are going to push the third-class up to a 2-cent 
minimum we are almost caught with the business of having to increase 
the drop letter and the postal card to 2 cents. 

Does that follow through? 
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Mr. Wenrzen. Yes; I understand. Of course, that depends on 
how the committee and the Congress feel about it. 

Mr. Corserr. Yes. I am not taking any side on it. I am just 
emphasizing here that we are going to have to take a consistent posi- 
tion on first-class, second-class, and third-class mail as regards the 
2-cent minimum. 

That is correct; is it not? 

Mr. Wenrzevt. That would be desirable, surely. You do not have 
to do it. 

Mrs. Sr. Grorce. Would the gentleman yield? 

Mr. Corserr. Yes. 

Mrs. St. GrorGe. We do not have to do that, but we are not sure 
we would do it because your thinking is going along a purely logical 
line, and I do not think we have been logical in our discussion. 

Mr. Rees. Consistent, also. That helps a lot. 

Mrs. Sr. GeorGe. Yes; consistent. 

Mr. Corserr. I think the lady is right because it would be logical 
to be done that way. 

The CuHatrman. That is what your committee and the House 
approved last vear. 

Mr. Wenrzec. Yes, sir. 

The Cuairman. The House approved an increase on postal and 
post cards to 2 cents, and also on drop letters. 

Mr. Wenrzev. That is correct, 

The Cuarrman. All right, sir. 

Mr. Wenrzev. With respect to second-class mail, as covered by 
section 2 of the bill vou have before you, H. R. 2982, that can be 
stated very simply. 

All it does is to increase the postage computed at the present rate, 
by 50 percent the first year and 25 percent in each of the two subse- 
quent years. 

So that after 3 vears the present postage would be increased by 
approximately 100 percent. It will not be quite that because, under 
some of the provisions in this bill, there would be no increase in the 
l-cent-a-pound rate in the county, which represents a very large part 
of the mailings of the country newspapers and also the smaller dailies, 
There would be no charge for the free-in-county mailings. They, 
too, would be continued to be accepted free of postage. 

Mr. Rees. Where is the deficit on both of those items presently? 

Mr. Wenvzev. It is hard to figure out exactly. 

Mr. Rees. Approximately? 

Mr. Wenrzer. | believe the last cost ascertainment I looked at 
was between $11 million and $12 million for the cost of handling the 
publications free in the county. It is around, | believe, 88 or 90 
million pounds. 

The cent-a-pound mailings for the fiscal year 1950 were 113 million 
pounds. 

So that between the cent-a-pound rate and the free-in-county 
mailings, you have about 200 million pounds on which there would be 
no change in the rate. 

However, there is one exception. This bill has a provision which 
you had in H. R. 2945 last year which would apply the minimum rate 
of one-eighth cent per copy. 
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Where there are more than eight copies to the pound the rate could 
not be less than one-eighth of a cent per copy. 

That will not produce very much revenue, by the way, but it is a 
step forward in getting a per-copy rate on second-class mail, where 
there are so many pieces to the pound. 

So outside of those exceptions, the Department’s recommendation 
now for this flat percentage increase would simplify the whole matter 
of computing the postage. We would not have to change our forms. 

In the receipts which we now use in our accounting forms, we 
would compute the postage as we do now and then merely increase 
the amount by this percentage. The idea is that it will go all aeross 
the board, apply to all publications. It means that these publications 
which we referred to as special rate publications, that is, educational, 
scientific, professional, and so forth—there is a group of seven different 
types—that is, if they are not for profit they do not have to pay the 
zone rates on the advertising portions. That feature, that privilege 
or benefit, would continue under this proposal. 

That, briefly stated, is what would happen to second class. 

Mr. Goupren. Mr. Chairman. 

The Cuarrman. Mr. Golden. 

Mr. Goipren. I would like to ask the chairman if this bill is not 
quite different from the bill we considered last year. Were not the 
increases provided on second-class mail in the bill that we considered 
not the one we voted out-—were they not much higher than the 
proposal here now? 

The CHatrrman. Yes. In the original bill which was proposed by 
the Postmaster General, the rates for second-class mail are consider- 
ably higher than proposed in this bill. 

Is not that correct, Mr. Wentzel? 

Mr. Wenrzev. Yes; that is correct. 

Mr. Gotpen. We had a number of witnesses, especially small pub- 
lishers, who came in and said their rates would be increased 600 per- 
cent. That could not be true under this, could it? 

The CuarrmMan. No. It would be a maximum increase of 100 per- 
cent over a period of 3 years. 

Can you tell us, Mr. Wentzel, how many pounds of second-class 
mail were transported by the Department last year? 

Mr. Wenrzet. For the fiscal year 1950, the total at publishers’ 
rates is 2,226,535,407 pounds. 

The CuarrmMan. How many pieces of second-class mail were there? 

Mr. Wenrzev. About six and a balf billion. 

The CHarrMan. What was the revenue in 1950? 

Mr. Wenrzev. From the pound-rate mailings by publishers, in 
1950, $40,119,648. 

You might be interested in the weights of the advertising and read- 
ing portions for those publications that have to pay a higher rate on 
the advertising portions. The advertising portions in 1950 amounted 
to 872 million pounds, and the reading portions of the same publica- 
tions, 847 million pounds. 

So you will see from that the publications as a whole had more 
than 50 percent advertising. 

The CuHatrMan. That covers all publications in the mail; does it? 

Mr. Wenrzev. All publications that were subject to the zone 
rates. That does not include the advertising in the publications 
that do not have to pay the advertising zone rates 
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We have no information as to that. 

The CHarrMan. What preference is given to the nonprofit, agri- 
cultural, educational, scientific, et cetera, publications? 

Mr. Wenrzeu. Only the preference they have now—that they pay 
no advertising rates on the advertising portions. 

The CuarrmMan. What do they pay at the present time? 

Mr. Wenrzev. A cent and a half a pound, regardless of distance 
and regardless of the percentage of advertising. 

The Cuairman. What do the other second-class publications pay? 

Mr. Wenrzev. Currently the rate is a cent and a half a pound on 
the reading portion. 

I am talking about outside the county. 

On the advertising portion it is the same rate within the first and 
second zones—that is, a cent and a half a pound. Then it goes up 
in the eight zones from one and a half, two, three, and so forth, up 
to 7 cents a pound on the copies that are going to the eighth zone. 

The CuarrmMan. But the reading matter is a cent and a half 
regardless of distance; is it? 

Mr. Wenrzev. Regardless of distance. 

The CHairMan. Is it not zoned at all? 

Mr. Wrenrzev. No, sir. 

The Caarrman. Mr. Miller. 

Mr. Mitier. Mr. Wentzel, on the free-in-county, how much did 
you say that represented, about? I mean in money. 

Mr. Wenrzev. The cost ascertainment figured, the last one, I 
think, in °49, that I looked at, over 11 million dollars as the cost of 
handling free-in-county mail. 

Mr. Mirurr. In other words, we are giving a subsidy of 11 million 
dollars to these papers that are published and delivered to post offices 
in the county of publication in which there is no city carrier system. 
That is the yardstick to determine whether it goes free in county; is 
that right? 

Mr. Wenrzev. That is correct. 

Mr. Mivier. There is rural service originating in many of these 
offices in which these publications are delivered free in county; is 
that not right? 

Mr. Werntzev. Yes; unless the rural route emanates from a city 
letter carrier office. In that case the cent a pound rate would apply. 

Mr. Mitier. There are many offices in these counties in which 
newspapers are delivered free that do have rural routes emanating 
from them; is that not correct? 

Mr. Wenrzev. Yes. 

Mr. Mitter. And these papers are then carried on those rural 
routes and distributed along those rural routes without any cost to 
the publishers; is that correct? 

Mr. Wenrzev. That is right. 

Mr. Gotpen. Will you vield, Mr. Miller, in that connection? 

Mr. Mitier. I want to develop this thing a little, if you will allow 
me. 

Mr. Goutpen,. All right. 

Mr. Mintier. Will vou tell us why, historically, the so-called free- 
in-county was established, and when it was established? 

Mr. Wenrzev. I believe the first free-in-county was authorized 
back in 1847, if I am not mistaken, and then it was reenacted in 1856. 
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The theory was that it would cause a setting up in the frontier 
counties of the Union of printing plants. 

Mr. Mitier. The country was pretty raw back in that time and 
we were interested in developing county seats particularly and en- 
encouraging the dissemination of information. 1856, then, is the 
last date. When was the first rural-carrier route established? 

Mr. Wenrzev. 1896, I believe. 

Mr. Mitier. That is, 40 vears later we established the rural-carrier 
route. Now, if we say the city-carrier route emanates from an office, 
you are not entitled to this, theoretically, on the grounds that it is 
costing more money than just to make the distribution in the mail 
boxes, where the carrier has to take them out and distribute them. 

We deny that privilege then, to a newspaper published in the county 
and deposited in the post office in the county of publication, where 
there is a city delivery. 

Mr. Wenrzev. That is correct. 

The CHarrMANn. They get a cheaper rate, do they not? 

Mr. Mitier. They do. But they take a free ride on the rural 
delivery and that is a costly thing to the Government. 

Mr. Wenrzev. Correct. 

Mr. Mitier. The point | want to make is that, in my opinion, 
this free-in-county is archaic. It goes back over a hundred years. 
It has never been revised and it represents a substantial subsidy to 
one class of newspapers as against another. 

I personally, when the bill is written, intend to offer an amendment— 
I want to serve notice now—that will deny free-in-county privileges 
in those communities or those post offices from which a rural-carrier 
route originates. 

In other words, I want to prohibit the use of rural carrier and city 
carrier post offices for free-in-county mail. That still leaves the small 
community, as we had it a hundred years ago, as it was known a hun- 
dred vears ago, with this privilege, but it denies it to those later on. 

Now, | will be very glad to yield to Mr. Golden. 

Mr. Gotpen. I have to just about entirely disagree with vou be- 
cause I think your reasoning ignores the service feature of the Post 
Office Department altogether. 

I think the best thought of this Nation—and I think it is agreed to 
by practically everybody that has made a study of this—is that one of 
the greatest features of service from the Post Office Department comes 
through the small, local newspapers. If we adopt the hard and fast 
rule that we are not to consider the service end of the Post Office De- 
partment at all, that it is merely a business institution, then there may 
be considerable justification for your position. 

Mr. Miiier. I would agree with the gentleman there, and I think 
that our colleague, Mrs. St. George, brought that out earlier in the day. 

But until we do have such a definition, until we accept our respon- 
sibility and make that determination, Congress makes the determina- 
tion whether the Post Office Department is a service department and 
whether a charge should be made, or whether it is a business depart- 
ment; while we leave it in this foggy zone, I still cannot understand 
why the people of the United States should be called upon to pay 11 
million dollars a year in deficit for a situation that historically is 
archaic and the conditions of which no longer exist, that existed at the 
time the law was passed. 
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Mr. Gouipen. If you ignore the service to the people in this 
thing- 

Mr. Miuuer. I am not ignoring the service to the people. 

Mr. Gotpen. Then that is the public service that the Post Office 
Department has historically rendered to the people of America. 
Then you would have to put up every service to where it would earn 
a hundred percent of what it costs. 

Mr. Armsrrona. Mr. Chairman. 

The Cuarrman. Mr. Armstrong. 

Mr. Armstrrona. I appreciate very much Mr. Miller’s clarifying 
that particular point. That is the yee I was going to ask. 

While | am sympathetic with Mr. Golden’s idea of publie service, 
vet | would like to ask: Was the failure to request any increase in 
this particular service due to the historic idea that these papers 
should go free? 

Mr. Wenrzev. No, sir; it was not. 

Mr. ArmsrronG. Why, then, was there not some request for an 
increase on that? 

Mr. Wenrzev. We in the Department have found from previous 
efforts to get the rates on second-class matter increased that there is a 
serious reluctance apparently to take away the free-in-county privi- 
lege. So, while we have recommended that in some of our previous 
recommendations, we did not include at this time the same thing, 
fearing that it might have some effect on getting favorable action on 
the rest of the recommendations. 

Mr. ArmstronG. Do the rural papers bring sufficient pressure on 
the Congressmen? 

Mr. Wenrzev. I would not say that. 

The Cuairman. Mr. Miller. 

Mr. Mituer. Mr. Chairman, I would say that at the last session 
the Postmaster General did recommend the abolition of this free-in- 
county service, and it did not get to first base. The pressure was 
brought and it was dropped. 

Mr. Wenrzev. That is right. 

Mr. Burpick. Would the gentleman yield? 

Mr. Miiuer. Yes, sir. 

Mr. Burpick. The pressure was not brought; the pressure is right 
here now. 

Mr. Mituer. I know it. As a matter of fact, I can say to some of 
our newer colleagues as we sit here that we can see the pressure and 
do not have to look very far. 

Mr. Goupen. The main reason why the bill passed in the last 
session was because of the amendment that the chairman introduced, 
relieving these small newspapers. 

Mr. Armstrrone. Yet, Mr. Chairman, my distinguished colleague, 
Paul Jones, from Missouri, said on the floor of the House, as a pub- 
lisher of a country paper, that he felt those rates should be adjusted 
and he would be willing to pay more. 

Mr. Mitier. That is right. Many of them feel that way. 

The CHarrmMan. Mr. Gross. 

Mr. Gross. Mr. Wentzel, assuming there is a loss in second-class 
mailing through a violation of postal regulations, what steps can the 
Post Office Department take, or what steps does it take, to recover 
that loss? 
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Mr. Wentzev. When it is ascertained there has been a mailing of 
a publication at the publisher’s rate which was not entitled thereto, 
that mailing is charged at the transient second-class weight rate, 
which is the rate the public would pay when mailing copies of a second- 
class publication. 

Mr. Gross. Then you have authority, under the law, to collect 
for that loss in revenue, do you? 

Mr. WENTZEL. Yes, sir. 

Mr. Gross. Through prosecution, if necessary? Through the 
Department of Justice? 

Mr. Wentzext. Well, it has never been necessary to do that. 

Usually the publishers, enjoying, as they do, the privilege of mailing 
at a very low rate of postage, when they are told they have mailed 
copies of the publications not entitled to go at the low rates, they pay 
the additional postage which is chargeable. 

Mr. Gross. Have you never had to prosecute? 

Mr. Wenrzeu. No, sir; not that I recall. 

Mr. Gross. Mr. Chairman, in the interest of keeping the record 
straight, 1 would like to quote about 15 words from yesterday’s 
record. 

In reply to a question by Mr. Lantaff, the gentleman from Florida, 
to be found at page 123 in the transcript of yesterday’s hearing, Mr. 
Donaldson replied [reading]: 

I think that all of the workers should be given a living wage. Nobody is more 
conscious of the high cost of living than I am, because I make less money today 
than I did 10 years ago, on a much less salary. 

I want that to go into the record because I asked Mr. Donaldson 
yesterday if he said that and he denied it. 

Mr. Burpick. No; you did not ask that. 

Mr. Gross. Yes; I did. The transcript will show it. 

The CHarrmMan. He did not deny it, and the statement will speak 
for itself, that he is getting much less salary than he did years ago. 

Mr. Gross. Mr. Donaldson said, “I did not say salary.”” You will 
find it in the transcript. 

The CHarrMan. We all know what he meant. He meant that he 
was realizing less from his pay today than he did several years ago, 
even though his pay had been increased. 

Mr. Burpicx.: That is correct. 

Mr. Gross. Mr. Chairman, that is not what he said. 

The Cuatrman. That is what he said. 

Mrs. Sv. GrorGe. Mr. Chairman, where does that leave all of us 
who have not had our pay increased? 

Mr. Gross. It is not a question of what I say. It is what I do. 

The CuHarrmMan. Have you an example of what these newspapers 
and magazines are paying today in postage, Mr. Wentzel? 

Mr. Wenrzev. I have a few here that I thought might be of interest 
to show the effect of these increases. 

I have before me a sheet which was compiled in the section of our 
Bureau which audits the postmaster’s quarterly newspaper and 
periodical statement. These show the mailings of typical small 
weekly publications. 

For instance, the Connecticut Western News, at Litehfield, Conn., 
mailed in the September 1950 quarter, 676 pounds free in the county 
of publication and 260 pounds to the zones. 
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Now, because their mailings were so small, they preferred to pay 
the advertising rate on the entire weight of the copies going to zones 
rather than going to the trouble of zoning the mailings and figuring 
out the percentage of advertising and so forth. 

We have quite a few. In fact, over half of the publications I have 
here—and that was not done purposely—have waived payment of 
the reading-matter rate. That is, they were willing to pay the 
advertising rate on both the reading and the advertising. 

But you will see from it that most of their mailings were in the 
first and second zones, where the rate was the same anyway, and that 
is why they did not do it. 

So their zone mailing of this particular publication was 260 pounds, 
and they had 104 pounds subject to a cent a pound, and they paid 
on those mailings $4.94. 

If you will deduct that $1.04 from the $4.94 which is paid on the 
l-cent mailings, that would be $3.90. Then if you increase that by 
50 percent you would have $7.80. 

The Cuarrman. Is that for one mailing? 

Mr. Wenrzex. That is for one quarter, 13 issues. 

The CuatrmMan. How much did they pay? 

Mr. Wenrzeu. They paid $4.94 altogether, but that included the 
1l-cent-a-pound matter, on which there would be no increase. 

So it is only $3.90 paid on mailings which would be subject to the 
50 percent increase. 

The Cuarrman. Do you know how many papers they sent through 
the mail? 

Mr. Wenrzev. Altogether there are over 24,000. There are 
10,000 or 11,000 of these country weekly publications. 

The CHairman. Do you not know how many copies of that par- 
ticular paper were mailed? 

Mr. Wenrzev. Individual copies? 

The CHatrMan. Yes. 

Mr. Wenrzet. No; we do not. That is information we do not 
have, except where they have more than 32 copies to the pound. 
They then are required to show that on the receipt. 

The postmaster uses that to indicate whether or not a higher rate 
is to apply where there are so many copies to the pound. 

Here is another in Connecticut, the George City Press. There is 

-no free in county there, | presume, because it was not printed in the 
county. They had 91 pounds to the first and second zones. They 
waived the payment of the lower rate. They had 234 pounds at 1 
cent a pound. 

Mr. Mriuier. Is that for the quarter? 

Mr. Wenrzet. That is for the quarter, for 13 issues. 

Their postage bill was $3.77. If you deduct the $2.34 vou have only 
$1.43. Fifty percent of that would be 72 cents increase for that quar- 
ter, or 4 times 72 would be $2.88 for the year. 

I have one here from Moosup, Conn., The Journal, as they call it; 
then Clayton, N. J.; Clementon, N. J.; Glen Gardner, N. J.; Hancock, 
Md.; Queenstown, Md.; Bridgeville, Pa.; Belle Vernon, Pa.; Chris- 
tiana, Pa.; and Conneaut Lake, Pa. 

The highest postage any of these publications paid in a quarter was 
$6.91. 

The CuHartrman. Are they all weekly papers? 
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Mr. Wentze.. They are all weekly papers; yes, sir. That is for 
13 issues. 

Mr. Miuuer. Then six times the highest one would be about $28 a 
year. 

Mr. Wenrze.. This one that had the highest amount of postage 
for the quarter had 418 pounds at a cent a pound and you deduct 
that from the 691. 

Mr. Miuuer. I was trying to get the postage they actually paid. 
If they could take advantage of it, it would be about $28 a year. 
We propose, then, at the end of the first year to make them pay 
another $14, and 3 years from now double that $28 to $56 a year; Is 
that correct? 

Mr. Wenrzet. No. That is what I was trying to explain, Mr. 
Miller: That you have to deduct the 418 pounds or dollars or cents 
from the 601, which gives you $2.73. 

That is the only item that w ould be increased. 

Mr. Mituer. If that is the only item that would be increased, then 
at the the end of the 3-year period their maximum would be an in- 
creased cost per year for their mailing of less than $24. 

The CHarrMan. Do you have some figures on other sections of the 
country besides the East? Do you have any figures on the West, or 
the South, or Middle West? 

Mr. Wentzevt. Would you like one from Tennessee? 

The CuairMan. Yes, sir. 

Mr. Wentzev. We have the Jackson Sun, daily except Saturday, 
Jackson, Tenn. 

The CaatrMan. That is my home town. 

Mr. Wenrze.. The free in county mailings were 9,369 pounds; the 
cent a pound, 6,651 pounds; the zone mailings, 22,841 pounds. The 
present postage Is $482.34. 

This is for a quarter, too, the September 1950 quarter, and this is 
daily except Saturday. 

The postage at the proposed rates, the first year, would be $690.25, 
or an increase here, as I have figured the increase here in this case, of 
$207.91 for the quarter. 

Mr. Mriuter. This is a daily paper, is it? 

Mr. Wenrze. Daily except Saturday. 

The CuarrmMan. Of about 12,000 circulation. 

Mr. Miiuier. The increase would be from $482 to $690; is that right? 

Mr. Wenrzeu. For the first year. That is, on the first increase. 

The Cuarrman. I am sure that the owners of that paper are per- 
fectly willing to pay this increase. They know they are not paying 
enough postage. 

Mr. Wentzet. We have a weekly at Camden, Tenn., the Camden 
Chronicle. You probably know about that. 

The CuarrMan. It is in my district, too. 

Mr. Wenrzev. There is no free in county, 1,221 pounds of cent-a- 
pound mailings; 580 pounds of zone mailings. They paid $23.60. 
Postage under the first year’s proposed increase would have been 
$29.29, an increase of $5.69. 

The Cuarrman. Is that for a quarter? 

Mr. Wentzev. That is a quarter of a year. 

Mr. Gotpen. What kind of paper is that? 

The Cuarrman. That is the Camden Chronicle, a weekly. 
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Mr. Goupen. Is there no free in the county? 

Mr. WenrzeEu. I presume they have. They have not mailed it free. 

The CHarrMan. It is printed in the county seat, in Camden. 

Is that the Camden Chronicle that you are speaking of? 

Mr. WenvrzEL. Yes. 

The Cuarrman. There must be some mistake about that because 
they have the free in county there. 

Mr. Wentzeu. Apparently they have not been using it. 

Mr. Reams. They have not heard about it yet. 

Mr. Wenrzev. If they are entitled to it, of course they may want 
to have a refund on the postage paid on the free in county mail. 

Then there is the Courier, at Savannah, Tenn.; 515 pounds free in 
the county, 1,112 pounds at the cent-a-pound rate; 399 pounds in the 
zones. They paid $19.18 postage. 

The proposed postage would be an increase of $4.03. Multiply 
that by 4 and you have $16, or an increase monthly of $1.33. 

The Postmaster General, in his testimony, was trying to point out 
that in most cases these smaller weekly publications should have no 
difficulty in bearing the increased charge for postage, and I think 
these figures demonstrate that. 

When you come to the dailies, of course, then the figures are some- 
what different. 

I have here a publication in Minnesota, the Detroit Lakes Tribune, 
at Detroit Lakes, Minn. It is a weekly publication. The free in 
county circulation was 5,931 pounds; the cent a pound, 3,965 pounds; 
the zone mailings, 62,438 pounds. The postage they paid was 
$1,153.72. The postage at the proposed rate would be $1,669.51, or 
an increase of $515.99. On a yearly basis that would amount to 
32,060, or something like that. 

Mr. Gotpen. Mr. Chairman. 

The Cuarrman. Mr. Golden. 

Mr. Goipen. Is that the increase for the first year? 

Mr. Wenrzev. Yes. $515 for the first year would be the increase. 

Mr. Hagen. Is that for the quarter, or for the year? 

Mr. Wentzev. This is the Detroit Lakes Tribune. That is just 
for one quarter, for the September quarter. 

Mr. Mitter. Have you any idea as to its circulation? 

Mr. Wenrzet. No; I have not. 

Mr. Hagen. About 6,000, maybe 7,000. 

Mr. Corserr. Might I ask a question here, Mr. Chairman? 

The Cuarrman. Mr. Corbett. 

Mr. Correrr. | would like to ask if there ever was any considera- 
tion given to the possibility of having a paid permit for second class, 
similar to what you have for third class. You have a service cost in 
investigating these papers and their eligibility for second class. It 
seems to me that on the basis of the revenue or circulation, that per- 
haps there might be some consideration given to a permit charge, 
rather than going into all these counties and the rates and putting in 
all the time that is required. 

Has that ever been considered? 

Mr. Wentzev. I do not think so. 

Of course, publications are eager to have the lowest possible rate. 
They want the free-in-county privilege; they want the cent-a-pound 
rate, and the charges are calculated on the advertising portions as 
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well as the reading portions. So it would be difficult under the present 
law to set that up. 

Mr. Corserrr. I have one other question, which is a little off this 
class of postage. 

What I have in mind is this: Here on rural routes and at post- 
office boxes you can address mail to those people without any other 
address. It used to be that you could send mail on city delivery 
just addressed to “occupant” and mail it out. That was discontinued 
I was wondering if that might not be quite a source of revenue if it 
were reinstituted. 

Here is what happens: Your cost of getting guaranteed mailing 
lists and your cost of actually addressing a card or letter is one of the 
most considerable charges in direct mail advertising. 

[ was wondering whether or not it would be possible to simply 
provide so many pieces on city delivery and let them go out and that 
could be charged at 2 cents, 3 cents, or whatever would be a satisfactory 
rate. 

| believe that would encourage a lot of that kind of mail. 

For some reason that was discontinued, Mr. Wentzel. Do you 
know why? It might have been the fact that the people that sell 
other kinds of advertising did not like it. 1 do not know. 

Mr. Wenrzet. I believe there was something to that effect. 

You know, we had that in effect for less than a vear and it seemed 
to work favorably, but there was considerable objection to it, from 
sources outside of the postal service, and it was deemed advisable to 
discontinue that. 

That was about 15 years ago. Since that time there have been 
set up in most cities, schemes for addressing mail to the occupant 
without the name, with a street and number. 

Mr. Corserr. But you have to put the street and number on it. 
Therefore, when you are preparing your matter to send out, vou 
cannot have it all printed right at one time with one impression 
You still have to go through the business of putting that address on it. 

Mr. Wenrzeu. That is quite true. 

Mr. Corserr. That is where your expense comes in. 

Now, I cannot be charged here with being selfish in raising this 
question. I run a paper. So we mail under a third-class permit 
We never send a paper out for less than a cent and a quarter an 
issue. This type of mail would undoubtedly cost us some advertising 
if we reinstituted it, but I am strictly concerned here with whether 
or not the post office discontinued a pretty good source of revenue. 

Mr. Wenrzet, If the rate were sufficient to pay the cost of the 
service so far as the Department is concerned, speaking personally, 
I do not see any reason why we should not have that business. Of 
course, you realize that with the present situation, to load any more 
on the letter carriers in the cities would create a problem. 

Mr. Corserr. Here is the queer thing. We are loading it on a 
rural carrier and we can put it in all the post-office boxes, but we can- 
not do it in the city where that type of delivery is in many cases, I 
would think, as cheap, because it would be going to every house. 

The CHatrMAN. You would not have the address of the residents, 
the number and the street; not even that? 

Mr. Corserr. Not a thing. You would simply have the route 
number. Suppose that a carrier on a given route has 500 addresses, 
you would give him 500 bundled pieces of mail. 
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The CuarrMan. You are clogging the mails, then, with advertising. 

Mr. Corserr. You might clog the cash register, too. That is the 
point of the thing. 

Mr. Hacen. Mr. Chairman. 

The Cuarrman. Mr. Hagen. 

Mr. Hacen. I do not want to dispense any idea that anybody 
may get, that a weekly newspaper is making a lot of money. These 
suggested increases affecting second-class affect the weekly news- 
papers also in other ways. There is the increase in the first-class 
rate, which he uses a good deal, and I refer to the postal and posi 
cards. We are increasing the parcel-post rates; we are increasing 
third-class, which is used by weeklies and other newspapers and all 
public ations to a great extent. 

The cost of newsprint is going up. Many other costs are going up. 

On top of that, the small weekly papers and the daily papers, too, 
that are in the printing business, have to compete with Uncle Sam 
on printing envelopes and cards. There is Government competition 
there. 

Here we are going to propose a 100-percent increase in rates over a 
3-year period. If you had to pay a hundred percent more for a 
shirt or a pair of shoes, that would be quite a blow. So even if it is 
just one of the many factors in the cost of the newspaper, it all adds 
up. For example, here is a small daily or weekly newspaper. It is 
not primarily run for profit. The owner or manager is trying to 
make a profit, but did you ever hear of the owner of a weekly news- 
paper owning any bonds except a few United States bonds? IL never 
have. 

It is a community enterprise. A small daily or weekly is a com- 
munity asset. It is a public institution, and, as such, gives benefit 
to the community and thereby benefits the whole country and the 
Federal Government and all the taxpayers and citizens. It is a good 
and desirable thing if everybody in that community can take that 
newspaper and read it every week or every day. 

If vou increase all these rates on those weekly newspapers and small 
dailies—and they are having a tough time now, I will tell vou, with the 
competition from big metropolitan dailies and other sources—-many 
of them will have to raise the rates, and the publisher may agree to 
that. He must pass it on to the subseriber, who pays the bill. 

| know, because years ago | had a weekly newspaper myself. | 
raised my subscription rate 50 cents a year on one occasion. I had 
farmers come ia and say, “Hage n, | like your paper, but I can’t afford 
to pay that extra 50 cents.’ 

If I had raised it a dollar or two, a hundred would come in. If I had 
raised it a quarter or so, perhaps less than a hundred would come in 
and stop the paper. 

So you see it is the consumer who is ultimately affected by these 
things. If you have to raise the rates because of the increased costs, 
then many more people cannot afford to take that newspaper. 

Is that a good thing? I say no, it is not. 

Fifty vears ago, Uncle Sam did not have all these bureaus and 
agencies that send out press releases and so forth. No newspaper 
had to publish that. But the reason for the free-in-county and second- 
class mail rate being subsidized is to disseminate information, to. tell 
the people what is going on in the country. It is a matter of education 
and getting the community together, to make a good community. 
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Is it more reasonable today, when the average weekly newspaper 
will publish from half a dozen to a dozen press releases, news items, 
if you please, informative and helpful to all of the country and to 
various departments, Agriculture, the Military, the Post Office De- 
mela ye itself and others; is it not more reasonable to say and more 
ogical to say today there is no reason to give the weekly newspaper 
a special low rate than it was 50 years or more ago? 

Is it not more important today to have the people informed and 
to have them know what is going on in Washington and throughout 
the country? 

I picked up a newspaper the other day going out through Georgia. 
On the back page there were three articles. One was a farm program 
for the benefit of the farmers, explaining certain features for the 
benefit of the community as a whole. 

The military had an article there about enlistments in the Air 
Corps, and so on. That was all printed as news for nothing, without 
charge to Uncle Sam, by that newspaper, because it is a community 
enterprise; a community public institution, in a way. They print 
this material for nothing. A lot of it, of course, is not news, but it is 
printed for general information, for the benefit of the whole country. 

If they could be paid for that, they could afford many times the 
rate they are now paying. But they don’t get paid for this service 
to the Government. 

Now, I am going to ask a question. 

Is the Christian Science Monitor included in the group of scientific 
and religious publications? 

Mr. Wenrzev. Yes. 

Mr. Hacen. They would not be affected by this increase, would 
they? 

Mr. Wenrzet. Yes, they would; 50 percent. But their advertising 
portion would not be increased because they are paying the same rate 
on both reading and advertising. 

Mr. Hagen. A magazine like that, with a national circulation, 
going virtually 100 percent through the mail, would suffer a tremen- 
dous increase in the rate, would it not? 

Mr. Wentzev. A hundred percent after 3 years. 

Mr. Hacen. Last year there was an exemption from the increase 
granted to certain publications which, even though they were for 
profit, went to agricultural areas and were called agricultural papers. 
That is the provision we adopted on the floor last year, but it is not 
in this bill. 

In other words, the so-called union labor papers, the American 
Legion and VFW papers, and other publications of the veterans’ 
organizations, fraternal organizations, religious, and educational 
organizations, all their newspapers and magazines, which to some 
degree carry advertising, would be fully affected by this increased 
rate; is that right? 

Mr. WENTZzEL. Yes, sir. 

Mr. Hacen. The small dailies now are having a rough time com- 
peting with the large metropolitan dailies; and, as you have pointed 
out in previous testimony, also Mr. Donaldson and others, the large 
newspapers in the country come out and say, “We are for these 
increases.”’ I saw editorials in many of the large newspapers. 
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Of course, they can easily absorb these increases because it does 
not affect them. You know, The Evening Star here in Washington 
goes through the mail less than 10 pas ent of its full subscription list. 

The New York News and also the New York Mirror goes through 
the mails with less than 1 percent of its circulation. 

So any increase in rates would not materially affect their costs. 

Mr. Miter. It is the same with the Chicago Tribune. Less than 
3 percent of the Chicago Tribune goes through the mails. 

Mr. Hagen. They have their own systems. Even on the rural 
routes they make deliveries, as they do in Washington, in the case of 
the Evening Star and other papers. 

So who is going to carry the load? It is the small daily and the 
weekly newspapers who are going to carry the load. They already 
have tough competition, 

There is a newspaper in my district, the Fergus Falls Daily Journal, 
which is perhaps 95 percent distributed by mail. It goes to almost 
every home 1 in that county. 

The Cuarrman. How much postage does it pay? 

Mr. HaGcen. | do not know, but it would be a hundred percent 
increase. 

The CuarrMan. I wish vou would get that information for us and 
bring it in tomorrow, Mr. Wentzel. 

Mr. HaGen. It is the Fergus Falls Daily Journal. 

The CuarrmMan. I have a letter here from a postal employee in 
Braham, Minn., dated February 28, 1951. He is employed there in 
the Braham post office. 

Is that in your district, Mr. Hagen? 

Mr. HaGen. No, it is not. 

The CuarrmMan. In what part of the State is Braham? 

Mr. Hacen. The southern part. 

The CHarrMan. He says [reading]: 

Second-class is what really needs the largest increase. We have three second- 
class permits in our office. One consists of 1,500 papers in each mailing, for 
which we get 25 cents revenue. 

That is for 1,500 papers. He continues: 

The other consists of 10,000 papers, for which we get between $4 and $5 for 
each mailing. 

Mr. Hacer. Mr. Chairman, there are a lot of discrepancies in the 
second-class law, as we pointed out. Sometimes it is cheaper for a 
paper to go from one town to another. To put the paper in the mail 
might cause the Department more work and at a lower rate. Those 
should be corrected. 

I am talking about the small town daily and the small town weekly. 

So what happens? The city newspapers do not bear the increased 
cost of the postage, so far as the second-class mail is concerned. Who 
pays the cost? 

The small dailies and weeklies and other publications will bear the 
major portion of that cost, relatively speaking? 

So what happens. This proposal and legislation favors the big 
business, big industry, and big monopolistic newspapers. You cripple 
the small dailies and the small weekly papers. What will happen 
eventually if that trend goes on and you come back next vear or 4 
years from now for an increase? 
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To be more difficult, you will have more weekly papers dying by 
the wayside. The record will show that, as far as my area is con- 
cerned. 

Mr. Wenvtzet. I am sorry to say it is just the contrary. There 
has been an increase. 

Mr. Hagen. I am talking about the trend over a long period of 
time. 

Mr. Wentzev. So am J, sir. 

Mr. Hagen. The long trend is that there are less weekly newspapers 
in Minnesota today than there were 10 years ago, and a lot less than 
20 years ago. 

Mr. Wenrzeu. I saw a recent article in the Editor and Publisher 
which indicated there was a healthy growth in the last 10 years 

Mr. Hacen. That is a good thing and I’m glad to know it. How- 
ever, I am talking about my district. I know one paper that stopped 
just a month ago. 

So what is going to happen? As time goes on, you are going to 
cripple the weekly. newspapers and other ‘publie ations and you are 
favoring the big papers that are already strong. You are eventually 
going to get rid of alot of papers. Is that a good thing for a democratic 
country like ours? 

Mr. Wenrzev. I assume, Mr. Hagen, your remarks are intended 
for your colleagues rather than for the Post Office Department. 
You will have to sell your ideas to your colleagues. 

Mr. Hacen. No. I want you people to get the public interest more 
in mind. The public interest calls for a favorable rate to small 
weekly and daily newspapers, and also to religious and educational 
publications and some others. 

We certainly want to have those at the lowest rates so that the 
people can get them and afford to get them: the publications of the 
veterans’ organizations; the labor papers, school papers, farm papers, 
business papers, and so on. 

Mr. Mitier. Scientific and educational. 

Mr. Hagen. Yes; that is exactly right. 

Mr. Wenrzev. | would like to say this along that line, Mr. Hagen: 
Our information in the Department, based upon current reports from 
the so-called trade public ations which cater to the publishers, indicate 
that the publishing industry as a whole, in the field that you indicate 
you are interested in, is enjoying the best time that it has had. They 
are carrying more advertising now than they ever have carried. 

That is borne out by our figures. 

Mr. HaGcen. That is true of every business, is it not? 

Mr. Wenrzev. | do not know much about individual publishers, 
but I know in my little home town of Pennsylvania, a man came in 
there after being bankrupt in another town. When he died here in 
just the past year he was quite a wealthy man. He had made it 
in publishing a little local newspaper and in the job printing you 
referred to. 

Mr. HaGcen. There are a few of them. 

Mr. Wenrzev. We have a county newspaper, daily except Sunday, 
which I say with pride is one of the best newspapers of the county-seat- 
type paper in the country. It is the Sunbury, Pa., Daily Item. It 
has a circulation of about 18,000. 
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Mr. Hacen. We like that situation and want it to continue. 

Mr. Wenrzet. They are certainly carrying the advertising 
Twenty-four to thirty pages in a small daily is pretty good. 

Mr. Hacen. That is in the public interest also. ‘That creates sales 
and jobs and taxes eventually to the Government. 

If the circulation were decreased, the advertising would decrease 
and business would be lowered all over the country. Jobs would 
be less. 

The CuHarrMan. Are vou through, Mr. Hagen? 

Mr. Hacen. Thank you. 

The Cuatrman. We cannot finish with Mr. Wentzel today, so we 
will stand adjourned until 10 o'clock inthe morning. You will resume 
your testimony then, Mr. Wentzel. 

(Thereupon, at 12:05 ps m., the committee recessed, to reconvene 
at 10 a. m., Friday, March 9, 1951.) 
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FRIDAY, MARCH 9, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 
The CHarrmMan. The committee will come to order. 


STATEMENT OF NELSON B. WENTZEL, DEPUTY ASSISTANT 
POSTMASTER GENERAL —Resumed 


The CuarrmMan. Mr. Wentzel, you will resume your statement at 
the session this morning. You were discussing second-class mail 
when we adjourned yesterday. 

I wish you would state exactly what preference is given these 
nonprofit agricultural, labor, scientific, and patriotic publications 
over the other publications which you said are second-class matter. 

Mr. Wenrzet. About the only preference which they enjoy is 
freedom from paying the zone rates on their advertising portions. 
Some of them, too, are exempt from filing those statements of owner- 
ship, the annual statements of ownership. That is another exemp- 
tion that they have. 

But not all of the group that gets the special rate enjoy that exemp- 
tion. Of course, that is a very minor one anyway. 

The CuHartrmMan. The nonprofit publications in this particular 
group pay only a cent and a half per pound regardless of zone; is 
that correct? 

Mr. Wenrzev. That is right. 

The CuHarrman. Is that regardless of how much advertising the 
publication may have? 

Mr. Wenize.. That is correct. 

The CHarrMan. Other publications pay a cent and a half a pound 
anywhere in the United States for reading matter, and then they pay 
so much per zone on advertising matter. 

What is the rate for the different zones on advertising matter in 
second-class publications? 

Mr. Wenrze-. In the first and second parcel post zones the rate on 
the advertising portion is the same as on the reading portion: a cent 
and a half. 

The CyatrmMan. How far do those zones extend at the present 
time? 

Mr. Wenrzev. About 150 miles, roughly speaking. The zones 
are computed from the centers of the units of area and a radius of 
150 miles. 
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Any unit of area that is touched by that straight line of 150 miles 
is included. All the post offices in those units of area are included 
in the nearest zones. 

The Cuatrman. Those are known as zones | and 2. 

Mr. Wentzev. Yes, sir; zones 1 and 2. And, of course, as the 
distance increases the zones extend further. 

The CHarrmMan. How many zones are there? 

Mr. Wenrzec. There are eight zones. 

The Cuatrman. And you have the mileage there for each zone, 
do you? 

Mr. Wenrzeu. Yes. 

The first and second zones, as I have just stated, are up to 150 
miles. That is just a rough figure. It might go over 200 miles, 
according to the locations of the points of mailing and the points of 
address. 

The third zone is from 150 to 300 miles; the fourth zone is 300 to 
600 miles; the fifth zone is 600 to 1,000 miles; the sixth zone is 
1,000 to 1,400 miles; the seventh zone is 1,400 miles to 1,800 miles, 
and the eighth zone is everything over 1,800 miles. 

That last zone, of course, would include Hawaii, Alaska, and the 
island possessions. 

The CuatrmMan. Let us take the second-class publications going to 
the eighth zone. Such a publication would pay a cent and a half a 
pound on the weight of reading matter. What rate would it pay on 
advertising matter to the eighth zone? 

Mr. WrENTZzEL. Seven cents a pound. 

The Cuarrman. What would it pay in the seventh zone? 

Mr. Wenrzev. It would be 6 cents. 

The Cuairnman. Can you give the schedule? 

Mr. Wenrzev. They run this way: First and second zones, 1 
cents a pound; zone 3, 2 cents a pound; zone 4, 3 cents a pound; zone 5, 
4 cents a pound; zone 6, 5 cents a pound; zone 7, 6 cents a pound; 
zone 8, 7 cents a pound. 

The CuarrmMan. Do you have any figures on the general average of 
advertising sent by magazines and newspapers? 

Mr. Wenrze.. Only an over-all average. 

The CHarrMan. That is what I mean. What is that average? 

Mr. Wenrzev. | believe the figures I had yesterday show about 
55 percent advertising. The total of the advertising portion in the 
fiscal vear 1950 is S72 million pounds, and of the reading portion, 847 
million pounds. 

The Cuatrman. Do those figures cover both the newspapers and 
magazines? 

Mr. Wenrzet. Yes, sir. We do not have them separated for the 
two here. That is the total of all publications whose advertising 
portions were subject to the advertising rates. 

The CuarrmMan. These nonprofit labor, scientific, educational, and 
similar publications do get a considerable reduction on the advertising 
that they may carry out to the far zones; is that correct? 

Mr. Wenrzev. That is correct. 
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Of course, most of them do not carry very much advertising. 
There are a few of the prominent ones that do. Someone mentioned 
yesterday the Christian Science publication. They, of course, carry 
advertising. 

The National Geographic Magazine carries quite a lot of advertising. 

But the average, if | remember it correctly, for all of these special 
rate publications is about 25 percent as compared with over 50 percent 
for the regular publications. 

The mailings of the special rate publications in 1950 fiscal year 
amounted to 193 million pounds. 

The CuHarrMan. | believe that under the present law all second-class 
publications that carry less than 5 percent advertising go at just 1! 
cents a pound regardless of zone; is that right? 

Mr. Wenrze.. That is right. 

Their mailmgs amounted to 120 million pounds in 1950 fiseal vear 

The Cuarrman. What are the mailings of these nonprofit publica- 
tions that | referced to, in a vear? Do you have any figures on that? 

Mr. Wenrzet. Do vou mean the postage? 

The CHarrMAN. Yes 

Mr. Wentze.. No, I do not have that here for 1950. 

The CuatrmMan. Do vou have figures on a poundage basis? 

Mr. Wenrzev. I think we have it here for 1949. 

Here is the paragraph we carry in the annual report each vear 
reading}: 

The advertising portions of newspapers and periodicals of religious, educational, 
philanthropic, agricultural, labor, and fraternal organizations not conducted 
for profit are not subject to the zone rate but enjoy the same rate of 14% cents a 
pound applicable to the reading portions. ‘The weight of the mailings of these 
publications during the fiscal vear 1949 was 192,196,269 pounds, on which 
$2,882,944 was collected. Additional postage of $480,490 would have been charge- 
able if the advertising portions had been subject to the zone rates applicable to the 
advertising portions of other publications. 

The reason we have that figure-—and it is an estimate, by the way; 
it is not exact—-is that under that act of June 9, 1930, where we 
certified to the Secretary of the Treasury and the ‘omptroller General 
the items which either represent free services or subsidized services, 
this is one of the items that is included in that certification, this 
amount of $480,000. 

Mr. Rees. You say they sent about 193 million pounds through the 
mail; is that right? 

Mr. WentTzeEt. Yes, sir. 

Mr. Rees. And they paid over $2 million? 

Mr. WeNTzEL. $2,882,000. 

Mr. Rees. Yes. That is almost $3 million. 

If they were classified as other second-class mail they would have 
paid approximately a half-million dollars more; is that correct? 

Mr. Wenrzet. That is right. 

Mr. Rees. I thought the difference was much greater than that. 

The CHatrmMan. Let us make some comparison between the present 
postage on second-class matter and books. At the hearings in 1949, 
Mr. A. L. Cole, the general business manager of the Reader’s Digest, 
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testified on page 423 that it took about four copies of his publication, 
the Reader’s Digest, to make 1 pound. 

So this questioning occurred [reading]: 

The CHarrMAN. You send four copies for a cent and a half? 

Mr. Core. That is right. 

Then I asked him: 

That is a pretty cheap rate; is it not? 

Mr. Coie, It is a very cheap rate. 

If it takes four copies of Reader’s Digest to average a pound, and 
those four copies are sent for a cent and a half, what does it cost to 
send through the mail a book that weighs 1 pound? 

Mr. Wertzeu. The current rate for books is 8 cents for the first 
pound and 4 cents for each additional pound. 

The CuarrMan. In other words, it costs today 8 cents to send a 
1-pound book. 

At the rate of four copies of Reader’s Digest to the pound, it would 
cost a cent and a half to send four copies anywhere in the United 
States; is that correct? 

Mr. Wenrzet. Yes, sir; that is correct. The proper analysis of 
that, though, would be to take an individual copy of the Reader’s 
Digest. 

By the way, there are three copies to the pound, instead of four, 
according to the recent issues. 

The CuatrmMan. This is what Mr. Cole testified in 1949. 

Mr. WenrrzxEL. Yes, sir. 

So they weigh a little over 5 ounces. They would take at the cur- 
rent rate the regular third-class rate. 

You know, up to 8 ounces they would be embraced in the third- 
class matter. That is a cent and a half for each 2 ounces. 

So it would cost four and a half cents to send a single copy of 
Reader’s Digest at the third-class rate. 

The CuarrMan. It takes three copies to weigh a pound and it costs 
a cent and a half to send three of them; is that correct? 

Mr. Wenrzev. That is right. 

The CuarrMan. Are there any questions along this line? 

Mr. Rees. Going back to these newspapers and magazines, I think 
you said you did not have any figures, in the way of comparison, of 
the amount of advertising in magazines, so-called magazines, as 
compared to newspapers. 

You do not have figures, do you, as to whether there is more adver- 
tising carried in newspapers or in Magazines? 

Mr. Wenrze.. We have not made any analysis, but, from our ob- 
servation, 1 would say there is very little difference, because the 
advertising currently is running very high—from 50 to 65 percent. 

Here and there, of course, there is a publication that has a higher 
percentage. 

Mr. Rees. So in the discussion of postage rates on magazines, as 
compared with newspapers, there is not much difference insofar as 
advertising is concerned; is there? 
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Mr. WenrzeEt. No, sir. 

Mr. Armstrona. Mr. Chairman. 

The CHatrMan. Mr. Armstrong. 

Mr. ArmstronG. There is one point there that I wonder if Mr. 
Wentzel can clarify for me. 

Referring to this matter we were discussing yesterday, the free-in- 
the-county publications, do I understand that daily newspapers, 
weekly newspapers, and periodicals make up the bulk of that type of 
mailing? 

Mr. Wenrzeu. They do. 

Mr. ArmstronG. Could you tell us about what is the cost per piece 
for handling that free-in-the-county type of mail? 

Mr. Wenrzet. No. I am sorry I cannot give you that figure at 
the moment. I will get it for you, though. 

(The following was later furnished for the record:) 


. 


The average cost per piece is 2.887 cents. 


Mr. Armstrona. Could you give us the average revenue received 
from it, say, from the daily newspapers, weekly newspapers, and 
periodicals? 

Mr. Wenrzet, Of course, I have some examples here of individual 
publications. I can give that. 

Of course, there is no revenue from the free-in-county matter, but 
the cost, as our cost ascertainment has computed it, figures out to 
around $11 million a year for handling the free-in-county mailings. 

In the last fiscal year, 1950, there were 79,936,000 pounds. 

On that basis, of course, you could figure the cost per pound. 

I do not have the average number of pieces as to free in county. 

Mr. Goupen. Will you yield about that? 

Mr. ARMSTRONG. Yes, sir. 

Mr. Gotpren. Comparatively speaking, that is only a small part of 
the deficit the Department suffers, $11 million, as compared to more 
than five hundred million; is that not correct? 

Mr. WenvTzeEt. It is $11 million, Congressman. 

Mr. Gotpen. And that does spread all over the United States and 
furnishes free-in-county mailing for the little papers in every county 
in the United States; is that not correct? 

Mr. WENTZEL. Yes, sir. 

The largest portion of the free-in-county mailings, it is interesting 
to note, is made by the county seat daily publications. They have 
about 75 percent of it. 

We figured that up for a number of States just to see where the 
free in county privilege is mostly used, and we found that about 
75 percent are these county seat dailies. 

Mr. Gotpen. Of course, that privilege is extended to the dailies 
and the weeklies also, is it not? 

Mr. Wentzeu. Yes; any publication. 

The CuatrMan. Also magazines of county publication. 

Mr. Wenrzeu. Yes, sir. There are very few, though. They are 
usually published in large cities and they do not have many free in 
county privileges there. 
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Mr. ArmsrronGc. Mr. Wentzel, do you not think the dailies would 
be able to pay their share of this cost? 

Mr. Wenrzev. I should think so. That is the theory of the 
Postmaster General. 

Mr. Gotpen. Will vou vield right there again? 

Mr. ArmMsrrona. Yes. 

Mr. Goutpen. Heretofore there has been some distinction in the 
bills and recommendations as to the size of the dailies, exempting 
little dailies with a circulation of 12,000 or less, but proposing to let 
the larger dailies, that were in better financial condition, pay their 
way; is that correct? 

Mr. Wrenrzen,. There was such a provision in the bill which the 
House passed last vear, I believe. 

The CuHatrrMan. That is right. 

Mrs. Sr. Grorce. Mr. Chairman. 

The CHarrMan. Mrs. St. George. 

Mrs. St. Grorcre. Mr. Wentzel, is there any increase in this free 
in county distribution, would you say, over the last 5 years? Or has 
it remained stationary? 

Mr. Wenrzev. It has not varied very much. I have the figures 
here going back to 1919. 

In 1919 the mailings were 56 million, and they have gradually 
increased over the vears; just a reasonable increase. For the last 5 
vears the figures are: 64 million, 73 million, 77 million, 80 million, 
and practically 80 million again the last fiseal vear. 

Mrs. Sr. Georece. You would just consider that an average 
increase, nothing very startling, would you? 

Mr. Wenrzev. There is not much variation in that. That free 
in county circulation is fairly steady. 

Mrs. Sr. Grorar. Thank you. 

The CuHarrmMan. How does your general second-class mail prepaid 
compare this vear with all second-class publications? 

Mr. Wenrzev. It is increasing tremendously over the vears. In 
1919 the weight was 1,182,000,000. It increased at a normal rate, 
until the last few vears, starting in 1946, when there was a big jump. 
Then it was 1,611,000,000. The next year it was 1,944,000,000. 
Then it went up to 2,081,000,000. 

The next year it was 2,185,000,000, and the last vear, 2,226,000,000 
pounds. 

The Cuarrman. Are you through, Mrs. St. George? 

Mrs. St. Grorce. Yes. Thank you, Mr. Chairman. 

The CuatrMan. Do you have any questions, Mr. Hagen? 

Mr. Hacen. I have a general observation. 

My opinion is that the small dailies can pay a small increase, but 
they would, in my opinion, pass it on to the subscribers. But when 
you do that you take away an advantage from the small dailies and 
weeklies. 

In other words, this administration claims, or generally tries, to 
favor small business. If we take away the subsidy, so-called, from 
the small daily newspapers and the weeklies of the country, then we 
are taking away the advantages they now have in the competition 
with big-city daily and metropolitan newspapers. 
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Of course, if that is desirable, then you go ahead and raise the rates. 
But I do not think it is desirable. 

I think the advantage should be with the small dailies and the 
weeklies. 

Most of the large dailies do not go through the mail second class 
to any great extent. They have their own distribution service. The 
small dailies would have to increase their subscription rates because 
of the increased postage cost. They would do it at 50 cents or a 
dollar or more per year. That means that less people could afford to 
to take that small daily and more people would take the big-city 
daily, and there, again, you will favor the large newspapers over the 
small ones, in my opinion. 

The CaarrMan. At this point, Mr. Wentzel, let me ask: 

Do you have any figures showing what is received from a large 
metropolitan publication like the New York Times, or the Chicago 
Tribune, on second-class mail? 

Mr. Wenrze.. I have not brought the figures with me. I could 
get them. 

I do know the New York Times has a tremendous mailing. That is 
a national daily and it has a tremendous mailing list. 

The CuarrMan. I wish you would get figures on several of those 
large metropolitan dailies in the United States, in different sections 
of the country, showing what they have been paying on second-class 
mail, and the extent of their mailings. 

Mr. Wentzeu. I would be glad to have that prepared. 

(The information requested, subsequently furnished, is as follows :) 
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Mr. Hacen. Mr. Chairman, in the case of the New York Times, 
it is true they have a wide distribution of the Sunday paper especially. 
In fact, it is a magazine. They have a special magazine section that 
is highly educational, very informative. 

However, there are many dailies in the country, like the New York 
News or the New York Mirror, for instance, which has less than 
percent of its circulation going through the mail, as I mentioned 
vesterday. There are other papers in the country that, in a similar 
way, have a very small percentage of their circulation going through 
the mail. Yet their total postage bill will be considerable because 
they have a tremendous circulation. 

But, relatively speaking, percentagewise, their total circulation 
going through the mails is very small and their cost of distribution of 
their paper, comparing the cost of sending the paper through the 
mails and the cost of their own methods of distribution, newsstands 
and otherwise, is very small. 

So when you take and compare the New York Times, News, or 
Mirror, for instance, with the Detroit Lakes Minnesota Tribune, or 
any small daily or weekly, the small paper is paying a much bigger 
percentage of its cost of distribution in second-class mailing charges. 

In other words, the weekly newspaper is a better customer of your 
Post Office Department, and now through the method we are using 
here of trying to raise the rates, you are penalizing the very people 
that are giving you greater part of their postal business. 

Mr. Wenrzev. I might say, Mr. Hagen, that the Department has 
no information as to the relative cost of the distribution of newspapers, 
dailies, now, outside the mails, as compared with the postage. 

Of course, it is true that the small daily that we are talking about 
will use the mails almost exclusively for circulation, whereas the city 
or metropolitan daily will not. 

But if vou compare the expenditures assignable to the distribution, 
I do not know just what the difference would be. 

Mr. Hagen. | have letters from these newspapers, so | know what 
I am talking about. 

The New York News has less than 1 percent of its circulation going 
through the United States mails. 

The Washington Star has less than 3 percent going through the mail. 

The Chicago Tribune has about 3 percent of its volume going 
through the mail. 

And that goes on throughout the country. 

The New York Times has a little more than the rest of them 
because thev have a wider distribution by mail, especially the Sunday 
paper. 

The Cuarrman. Mr. Hagen, vou referred to the Sunday edition of 
the New York Times. I can recall not so long ago when outside of 
New York City the price for the publication on Sunday was 15 cents. 
It was raised to 20 cents and now it is 25 cents for the Sunday edition 

Yet the postage has remained the same all the time. 

Mr. Rees. Not only that, but they are charging more for their 
advertising. They have more advertising than they ever had before. 

Mr. Hacen. Gentlemen, do not get any idea that I am making a 
defense for the New York Times as to their postage bill, because I 


am not. 
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Mr. Rees. That is, they are particular customers of the Post 
Office Department. The Post Office Department is rendering them 
a service at the expense of the taxpayer. 

It is a question of how much you expect the taxpayers to kick in 
and how much you expect from the newspapers. 

Is not that about the story? 

Mr. Hacen. The story is just about that way. The question is 
whether the public interest is to be served properly and to the greatest 
possible degree, or private industry served. 

The point is: With a wider distribution of newspapers and maga- 
zines throughout the country—TI am talking about the better type 
especially the daily papers and weekly papers and religious, agri- 
cultural, educational, fraternal, and veterans’ publications, and such 
the public interest is better served. 

A lot of the organizations that publish newspapers or magazines 
put on tremendous charity drives and welfare drives, polio, Red Cross, 
and so forth, for the good of the publie at large in the country. 

I have no special brief for a magazine that is strictly commercial 
and for private profit only. I think they should pay a larger amount 
of postage. 

The CHarrMan. Does not that cover practically every newspaper? 

Mr. Hagen. No. I think the newspapers are public institutions, 
community enterprises. 

You know, sometimes the businessmen and civic leaders will get 
together and donate or loan money to bring a publisher into their 
town, to bring in a newspaper. They will put up their dollars to 
bring a newspaper into the town. It is a public institution. 

Mrs. Sr. GrorGe. But it is helping private business. It is part of 
the business. 

Mr. Gross. They usually expect to get the money back, do they 
not? 

Mrs. Sr. Georaer. Certainly. 

Mr. HaGen. Sometimes they do not, though. 

In other words, it is a private enterprise of a public nature. 

The CuairMan. But they are created for profit, are they not? 

Mr. Haagen. They try to make a profit so they can pay their bills; 
and perhaps some taxes, exactly. 

Mrs. Sr. GrorGe. Will the gentleman yield? 

Mr. Haaen. Yes. 

Mrs. St. Grorae. I have looked into the matter of the smal! county 
papers a good deal because I have a great many of them in my district. 
I find that, as a general rule, they make a fair profit. I do not mean 
to say anybody gets very rich on them, but they made a fair profit. 

I would like to say along the same line that the majority of the 
people, if they had their choice between buying the New York Times 
and buying those local papers, would prefer to but the New York 
Times. 

Mr. Hacen. That is true, and that is a point in favor of the fact 
that I try to keep the advantage in the small dailies and weeklies, to 
keep the rate as low as possible. 

Mrs. Sr. GeorGre. Why support them? I think we are going very 
far afield with this now. 

Mr. Haaren. We are supporting them, but if the rate gets too high 
the people cannot afford to take the paper. 
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The CuarrmMan. Are there any other questions on the second-class 
provision of the bill? 

We will now proceed to the provisions of the bill concerning third- 
class mail, Mr. Wentzel. 

Mr. WenrzeL. With respect to third-class mail, the principal 
change is to increase the minimum rate on what we call the bulk 
mailings from 1 cent a piece to 2 cents a piece. The mailings at this 
l-cent minimum rate, constitute almost two-thirds of all of the mailings 
of third-class matter. 

The CuHarrMAN. Can you give us some figures on the total third- 
class mailings? 

Mr. Wenrzet. The total is about 10 billion pieces a year currently 
on third class. 

The CuHarrMAN. Can you give us the estimated revenue from third- 
class mail and the estimated cost? 

Mr. Wenrzev. This is on the basis of the estimate for the fiscal 
year 1952. The revenue is $145 million and the expenditures, $273 
million; or an excess of expenditures of $125 million. 

These are round figures. 

The CuatrmMan. How much do you estimate the increased pro- 
posed in the pending bill will bring in? 

Mr. Wren?rzeEL. Sixty-five million dollars, if we maintain the same 
volume. 

The CHarrmMan. That would still leave a deficit in the third-class 
mail, would it not? 

Mr. Wenrzex. Of about $60 million. 

The CHarrMan. In other words, the proposed increase would cut 
the deficit about in half; is that right? 

Mr. Wenrzeu. Just about; yes, sir. 

Another feature that our recommendation embodies is that it would 
increase the rate on what we call the regular mailings of books, 
catalogs, seeds, and plants, and so forth. That rate now is 1}; cents 
for each 2 ounces. 

To be consistent, we would increase the rate on the first 2 ounces to 
2 cents, so that the minimum rate all along the line would be 2 cents, 
but continue the preferential rate of a cent and a half for the additional 
units up to 8 ounceson this type of third-class matter. 

The volume of those mailings is not very great. 

Of course, you gentlemen who have been here in previous sessions 
will recall that the act which went into effect on January 1, 1949, 
increased the regular rate on ordinary circulars and merchandise, 
and so forth, mailed individually as third-class matter. That was 
increased to 2 cents for the first 2 ounces and 1 cent for each additional 
ounce. 

That rate has been in effect since 1949. 

Another thing that the recommendation contemplates is the dis- 
continuance of that annual fee of $10 for mailing at the special third- 
class rate. The theory there is that if the rate is increased to 2 cents, 
the minimum rate, there is not any real reason for having that 
annual fee. 

As the Postmaster General pointed out, it has been rather difficult 
to administer that, much to our suprise. There are many concerns, 
organizations, churches, and so forth, that only mail once or twice 
a year. Their mailings are comparatively small. 
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You know, they can mail a lot as small as 200 pieces and enjoy 
that reduced rate. To pay that $10 annual fee for the privilege of 
mailing these few small lots is quite a burden to the small mailers. 

Then again there are letter shops who prepare matter for mailing 
under permit for hundreds of customers. 

We had some pretty difficult situations to work out. The question 
came up: Can the letter shop mail under his permit and avoid paying 
that $10 annual fee, or shall we insist on the $10 fee for each customer 
for whom he prepares and mails the matter? 

We were pretty strict on it. We insisted that each person whose 
matter was mailed, regardless of whether the printer had to go and 
print it or not, had to pay that fee. That was quite a problem. 
The CHarrMan. What was the amount collected on that? 

Mr. Wenrzeu. It was about $2,300,000 a year. That is what 
amounted to. 

Mr. Reams. Is that for the permits? 

Mr. Wenrzev. That is for the privilege of mailing at the reduced 
third-class rate. 

Mr. Reams. Is that the annual fee? 

Mr. Wenrzevt. Annual fee of $10. It amounted to $2,300,000. 
That indicates how many permit mailers there are. That would figure 
out 230,000, 

The CuartrMan. At the present time the minimum rate is 3 cents, 
T believe, on pieces of mail of odd size or form. I believe this bill 
eliminates that provision. 

Mr. Wentzet. It does. Ifthe minimum rate is increased to 2 cents, 
there is not so much reason for the requirement of that 3-cent minimum 
rate, although we have no objection to continuing that. We just 
thought in fairness and in view of the increase that is being proposed 
here on third-class matter, that we would eliminate those two items. 

The Cuatrman. Do you have any idea as to what revenue you 
would get from special rates on odd sizes of mail and forms? 

Mr. Wenrzev. No. We have made no estimate or effort to check 
that. The result of that has been not so much to get additional 
revenue as to cause these mailers to prepare their items so that they 
would not be of these irregular and odd shapes that are difficult to 
handle. 

Mr. Rees. Is not that a pretty good thing to do? 

Mr. Wenrzeu. Yes, it was. It worked out fine. 

For instance, we have these pharmaceuticals. They mail them 
out by hundreds of thousands; samples of tooth paste, talcum powder, 
and doctors’ samples, and so forth. They were in very small con- 
tainers and were difficult to handle. Every time they were distributed 
they had to be arranged, you know, faced, so that the addresses would 
be in a reading position. 

As a result of this 3-cent minimum rate, many of those have been 
changed in their make-up so that they can go at the lower rate postage. 

We did not get any additional revenue, but we did get relief from 
the handling of those odd and small pieces. 

Mr. Rees. I might be classified more or less as a penalty for mailing 
these odd-shaped pieces of mail; is not that about the way it is? 

Mr. Wenrzev. That is true. 

The CHarrMan. It seems to me it is a good provision. It ought 
to be retained. 


— 
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Mr. Wentze.. We certainly would have no objection to retaining it. 

1 am sorry Mr. Corbett is not here beleine ¥ want to tell you of 
another place where it comes in. 

There are a lot of advertising sheets going out, Shopping News and 
other publications, which are not entered as second-class matter. 
They go out at the third-class rate. They usually go to boxholders. 
We have had an awful time getting the concerns that send those out 
to fold them to a reasonable size so with this 3 cent minimum charge, 
we said, “If you do not fold those down to a reasonable size, 9 by 12, 
so that they do not have to be folded so much in their distribution, 
you will have to pay that 3 cent minimum charge.” 

That certainly has been very effective, because they go for a penny 
a piece at this bulk mailing rate. 

Mr. Rees. We had better leave that provision in there and maybe 
increase it a cent or two. What do you think? 

Mr. Wenrzevt. As I say, we certainly would have no objection to 
leaving it in. 

The CuatrmMan. I wish you would state for the record just what 
mailing matter is designated as third-class. 

Mr. Wenrzet. I will read you the description as it is in this little 
circular. | believe copies were left on each member’s desk. 

[It mentions circulars and other miscellaneous printed matter, also 
merchandise, books, catalogs, seeds, cuttings, roots, scions, and plants, 
up to and including 8 ounces. 

The same articles, when they are mailed in parcels or packages 
weighing more than 8 ounces, are embraced in fourth-class or parcel- 
post mail. 

Mr. Armsrrona. Mr. Chairman. 

The Cuatrman. Mr. Armstrong. 

Mr. Armstrong. What is the biggest single class of item? 

Mr. Wenrzev. Circular matter. 

Mr. ArmstronG. Does that include catalogs? 

Mr. Wenrzeu. No, sir. 

Of course catalogs are embraced in this class also, up to 8 ounces, 
the smaller catalogs. There are quite a few of those mailed, too. 

We compiled some information here based on the fiscal year 1949, 
and we broke down, based on tests, the number of pieces of each of 
these subclasses of third-class. 

Would vou like to have me read that to you? 

The CHarrmMan. Yes. 

Mr. Wenrzet. This is for what we call the ordinary or individual 
mailings. Part of the fiscal year the rate was a cent and a half for 
each 2 ounces, and the rest of the fiscal year it was 2 cents for the first 
2 ounces. 

The number of pieces was 2,137,900,000. 

The books and catalogs and the seeds and so forth were 159 million 
pieces. 

Those are all the mailings at the regular rates, as we call them, or 
ordinary rates. 

When we get to the bulk rate, where they have to mail either 200 
identical pieces or 20 pounds at one time under permit and pay the 
postage by a method which does not necessitate canceling stamps, the 
ordinary type of matter, largely circulars, amounted to 5,834 million 
pieces. 
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Then at the bulk rate of 12 cents a pound or 14 cents a pound— 
there happened to be two rates in effect that fiscal year—there were 
788 million pieces. That was a total of 6,622 million pieces of that 
particular category. 

In the books and catalogs and seeds, there were mailed at the 1- 
cent minimum, 145 million pieces, and at-the rate of either 8 or 10 
cents a pound, 314 million pieces. 

So you have a total at the 1-cent minimum rate of 5,834 million 
plus 145 million, or just about 6 billion pieces out of 9,389 million 
pieces that were mailed at the 1-cent minimum rate. 

The CuarrMan. Are there any questions of Mr. Wentzel on the 
third-class mail? 

Mrs. St. George. 

Mrs. St. Georar. Mr. Wentzel, I wanted to ask: Are the con- 
trolled-circulation publications in the third-class? 

Mr. WEN?zEL. Some are, and some are under that special provision 
of law whereby the controlled-circulation publications have the rate 
of 10 cents a pound. 

Mrs. Sr. GrorGn. I notice that is not changed. 

Mr. Wenrzeu. That is right. 

Mrs. Sr. GrorGe. Do those publications pay their way? 

Mr. Wenrze.. No; they do not. 

Mrs. St. GeorGe. How large a deficit do you have on them? 

Mr. Wenrzet. I believe the deficit, when last computed, was a 
little less than a million dollars. 

Mrs. Sv. GrorGe. It is not great? 

Mr. Wenrzex. It is not a terrific amount. 

Mrs. St. Gnorce. I wonder why they were left unchanged when 
the others went up. Is there any particular valid reason for that? 

Mr. Wenrzet. I think we explained that pretty thoroughly in the 
statement which the Postmaster General presented. The controlled- 
circulation publications are in many respects similar to the second-class 
publications, and as long as they are paying 10 cents a pound regard- 
less of distance, as compared to second class, we did not feel it was 
called for. 

Mrs. Sr. GeorGe. Of course, they are paying a much higher rate to 
begin with. 

The CuHarrmMan. I wish you would explain for the record, Mr, 
Wentzel, what is meant by controlled-circulation publications. 

Mr. Wenrzet. A controlled-circulation publication is one which 
does not maintain a subscription list; that is, a list of paid subscribers. 
At least, it is mainly free to the recipients. They control the circula- 
tion by the publisher himself selecting the people to whom the copies 
are to be sent. That is, they are usually a trade, industrial, or 
professional publication. 

The advertisers naturally want to reach just those people who are 
interested in their particular product, so the publisher controls the 
circulation so that it will go only to those people that are interested 
in that particular field. 

Mr. Reams. Mr. Chairman, may I ask a question? 

The Cuarrman. Yes, Mr. Reams. 

Mr. Reams. Under that classification of “controlled cireulation,”’ 
is that the one under which the Russian and the Rumanian Govern- 
ments send out publications? 
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Mr. Wentzev. That is not designated as a controlled-circulation 
publication. 

Mr. Reams. Under what classification is that? 

Mr. Wenrzev. That is third-class matter, up to 8 ounces. 

Mr. Reams. But that is one where there is no subscription list; is 
it not? 

Mr. Wentzevt. No; that is distributed free. It is propaganda 

The CHatrMAN. It goes as third-class, not second-class. 

Mr. Wenrzet. It goes as third-class; yes. 

The CuHarrMan. In other words, all publications, in order to be 
entitled to second-class mailing privileges, must have a bona fide 
subscription list; is that correct? 

Mr. Wenrzex. That is correct. However, there are certain excep- 
tions to that. As you know, Mr. Murray, some of these special-rate 
publications are put out by institutions of learning, and some of the 
State boards, you know, have publications. They send them out 
without having any subscription lists. 

The CHarrMAn. How does the rate on these controlled-circulation 
publications compare with similar publications that qualify for second- 
class mailing privileges? 

Mr. Wenvrzev. Of course, it is considerably higher. That means 
the 10-cents-a-pound rate applies both to the reading and advertising 
portions; whereas you see from these figures that we have been reading 
here that the average rate per pound on all second-class matter is just 
around 2 cents. Some of these similar publications might be paying 
3 or 3); cents a pound; that is, the average rate per pound might be 
as much as that, 3}. 

The Caatrman. That is according to the advertising content; is 
that correct? 

Mr. Wentzev. According to the advertising percentage; yes, sir. 

Mr. Mitier. Mr. Chairman. 

The CuarrmMan. Mr. Miller. 

Mr. Mitier. What would be the highest zone rate in second class 
that a magazine would be called upon to pay for second-class mail, a 
regular subscription magazine? 

Mr. Wenrzev. You take a magazine that has 50-percent advertising 
and it weighs a pound, it would be subject to 7 cents a pound on the 
advertising portion. 

The CuarrmMan. To the farthest zone. 

Mr. Wentzev. The eighth zone. 

Mr. Mitier. That would be one and a half cents, then, plus 

Mer. Wenrzet. That would be three and a half cents on the adver- 
tising part and half of one and a half cents for the reading part, or 
three-quarters of a cent. That would be four and a quarter cents a 
pound. That would be the extreme. 

Mr. Miiier. That is the extreme on the regular publication as 
compared with 10 cents on the controlled publication. 

Mr. Wenrzex. Yes, sir. 

Mr. Mitvier. Are the publications physically handled the same 
way? 

Mr. Wenrzev. They are. 

Mr. Miniter. A man has to carry them. One can weight just as 
much as the other and it also has to be faced the same and everything 
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Mr. Wentzeu. Yes, sir; they are subject to the same requirements 
as second-class matter, insofar as the presentation of the mailings is 
concerned, 

The CHArrMAN. Do you have any figures on the weight of these 
controlled-circulation publications that are sent through the mails? 

Mr. Wenrze.. We have that somewhere, Mr. Murray, only those 
that weigh over 8 ounces, in one item here. ‘Their weight was 9,641,- 
000 pounds in the fiscal year 1949. The number of pieces were 
11,579,000. The average revenue per piece was 8 cents, and the 
average weight per piece was 13.3 ounces. 

They do not show the expenditures here per piece. 

The Cuairman. What kind of report must the second-class pub- 
lications submit to the Post Office Department each year? 

Mr. Wenrzev. They have to submit a statement of ownership, 
management, and, in the case of publications published weekly of 
oftener, also their circulation. However, the law exempts certain 
types of publications from filing such statements. 

They must also file twice a vear, April and October, a statement 
showing their distribution of copies by zones in order to enable the 
Department or the Postmaster to collect the proper amount of postage. 
Outside of that, they are not required to file anything unless cireum- 
stances make it necessary to look into whether or not a publication is 
meeting the requirements. 

The Cuairman. There must be a sworn statement by the publica- 
tion, then; is that right? 

\'r. Wenrze.. That is true. 

The CHarrMan. It does show the circulation of these second-class 
publications through the mail; does it? Or does it just show the 
entire circulation, both through the mails and outside the mails? 

Mr. Wenrze.. They must show the entire circulation, regardless 
of how it is effected, because that is the way in which we can determine 
whether or not a publication is designed primarily for free circulation 
or whether the list of subscribers is legitimate. So, we must have the 
whole circulation. 

The CHarrMan. Are there any questions of Mr. Wentzel on this? 

Mr. Hacen. Mr. Chairman. 

The CuarrmMan. Mr. Hagen. 

Mr. Hacen. I would like to follow through a little more on the cost 
of magazines. As I understand it, the reading portion is 1 cents per 
pound regardless of zone; is that right? 

Mr. Wenrzev. Yes, sir. 

Mr. HaGen. And the advertising portion goes up according to 
zone, starting at 1% cents per pound; is that right? 

Mr. Wenrtzev. That is right. 

Mr. Hacen. If you take a 2-pound magazine, then, with half 
advertising and half reading matter, 1 pound would cost 1}3 cents; that 
is, for the reading portion, in any zone. Is that right? 

Mr. Wenrzet. That is correct. 

Mr. HaGen. Say you take the seventh zone, at 6 cents a pound for 
the advertising portion, the magazine weighing 2 pounds, and half of 
it is advertising. So, that would be 6 cents more for the advertising 
portion of that magazine going into the seventh zone; is that right? 

Mr. Wenrzeu. Yes, sir. 

Mr. Hacen. That is a total of 743 cents. 
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Mr. Wenrzeu. Yes. 

Mr. Hacen. This bill proposes to raise that 100 percent in 3 years. 
So that magazine in the seventh zone, weighing 2 pounds, will pay 
15 cents; is that right? b 

Mr. Wentzev. Approximately, yes. 

The CaarrmMan. Within what time? 

Mr. Hacen. Within 3 years. 

Mr. Miuuer. As I followed it, if you take half of the 6 cents, is it 
not 3 cents? Your assumption is that the magazine is a 2-pound 
magazine. 

Mr. HaGen. Yes, at 6 cents per pound. So, half of that magazine 
would be 1 pound, 6 cents. 

Mr. Miter. If it is half reading matter and half advertising, then 
it is 14 cents— 

Mr. Hacen. Plus 6 cents. 

Mr. Miiier. That is right, 7% cents. 

Mr. Haaren. One hundred percent of that at the end of the third 
year would be 15 cents a pound that the particular magazine would 
pay in the seventh zone. 

Mr. Wenrzet. Yes, sir. 

Mr. Hagen. In the eighth zone it would be a little more than that. 

Mr. Wenrzet. Yes, sir. 

Mr. HaGen. So, this does bring the cost of the magazines going in 
the mail up to the cost of the controlled-circulation public ations to 
some degree. 

Mr. Mitier. There is a breaking point somewhere. 

Mr. Haagen. Not quite the same, however. 

Mr. Mituer. Assume the same magazine is in the fourth zone. 

You know, Mr. Wentzel, that is the average, the median for the 
magazines in the zones. A lot of them that go to the far zones are 
shippe d out by freight and then they are sent through the mail. 

Mr. Wenrzev. I was just going to say that. Yes. 

Mr. Miuter. So that you cannot apply the extreme zones. The 
median is around the fourth zone. 

Mr. Hacen. The publication is 10 cents per pound regardless of 
zone? 

Mr. Wenrzev. Regardless of zone. 

Mr. Haacen. So the only place where the new rate would approach 
the controlled-circulation publication magazine rate would probably be 
in the eighth zone, and then it would just approach the cost. 

Mr. Mitier. That is right; maybe in the sixth, seventh, and eighth 
zones. 

But that is not where the great use and great bulk is. The great 
bulk is going into the first up to about the fourth zone. I do not think 
they go . be yond the fourth zone. 

As I remember, something life 80 percent are kept within the fourth 
zone. 

In the case of the same magazine in the fourth zone, it would be 144 
cents plus 3; which would be 4% cents. That would be 9 cents on a 
2-pound magazine. 

Mr. Wenvzev. The national magazines of large circulation are ship- 
ping their publications by freight or truck in order to take advantage 
of the nearby zone rate. That is largely the first and second zones. 

So, they have the flat rate of a cent and a half a pound. 
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Mr. Mitirer. How does Life magazine distribute its magazines? 
What zones do they embrace? T hey will ship to San Francisco by 
freight. 

Mr. Wenrzev. Life, of course, is printed at three different points: 
Philadelphia, Chicago, and Los Angeles. In that way they, of course, 
keep within the nearer zones, too. 

Mr. Miter. Did you say it is printed in three places? 

Mr. Wenrzev. Yes, sir. 

Mr. Hacen. They have a postal entry permit in several places, 
too; do they not, besides that? 

Mr. Wenrzer. Yes. The law specifically authorizes that addi- 
tional pid feature. 

The Cuatrman. Are other large magazines printed in more than 
one place, as in the ease of Life magazine? 

Mr. Wenrzev. Not too many. The Reader’s Digest is printed at 
two places, I believe, Concord, N. H., and Dayton, Ohio. 

Time mi igazine, of course, is printed at different places, too. 

The CHarrman. Time and Life are under the same management; 
are they not? 

Mr. Wenrzev. Yes, sir. 

Mr. Mituter. How about the Saturday Evening Post? 

Mr. Wenrze.. They print at one place only. But the Saturday 
Evening Post has 26 additional entries. 

Mr. Revs. Can you explain what vou mean by different entries, 
Mr. Wentzel? What is the advantage? 

Mr. Wenrzev. Original entry, as we call it, is the entry at the office 
of the publication. Then if a publisher, in order to save the cost of 
distribution, wants to ship outside the mails by freight, truck, by 
boat-——they used to do that—and put the publication into ‘an office at 
a distant point in order to cut down his expenses, he gets what is 
called an additional entry, and he mails the copies then within that 
area from the office of the additional entry. 

Mr. Rees. In other words, they ship carloads to Chicago or to 
Detroit, and to different areas, or different zones at less and mail 
them out of those points. 

Is not that the way they do it, largely? 

Mr. Wenrzet. Yes, sir. 

Mr. Rees. This is the way a number of these magazines are 
handled; is not that correct? 

Mr. Wenrzev. That is correct. 

Mr. Gross. Mr. Chairman. 

The CuarrmMan. Mr. Gross. 

Mr. Gross. The publication of Life magazine interests me. Per- 
haps you do not have the answer, but let me ask: Can that firm make 
copies of their mats, plates, and so on, and ship them to California 
for printing out there and still go through a tripling of their printing 
process and still beat the postal rate? 

Mr. Wenrzeu. Yes. They are doing it. 

Mr. Gross. An enormous expense is involved. This is the first 
I knew they had three places of publication or printing. 

Mr. Wenrze.t. They do. I have been in two of them. I have not 
been in the one in Philadelphia, but I have been in the plant in 
Chicago, at Donnelly’s. They have a very modern plant in Los 


Angeles. 
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The Cuarrman. Mr. Golden. 

Mr. Goutpen. Do you have any figures to show the loss of postage 
to the Department by reason of this zoning feature, because of the 
large publications being allowed to ship by freight and truck? 

Mr. Wenrze.. We do not figure that we are losing anything more 
by that. We are saving. 

Mr. Ga.tpven. The Postmaster General said that even though there 
was a loss in the take, that every time he got rid of handling this 
tremendous volume at such a cheap rate it really saved money. That 
is true, is it not? 

Mr. Wenrzeu. Surely, because the rate is so low. But if they 
would mail the full distance into the eighth zone, the transportation 
costs would be so great that we would lose more money than we do on 
the short haul. 

The Cuarrman. Are there any other question on the third-class 
provision? 

Mr. Hagen. 

Mr. Hacen. I want to carry that cost on another matter here. 

In the fifth zone, Mr. Wentzel, the rate is 4 cents per pound. You 
can take a 2-pound magazine which may consist of 75 percent in 
advertising. That is a common situation, is it? 

Mr. WENTZEL. Seventy-five is pretty high. 

Mr. Hagen. Many of them approach 60 and 70, I would say. 

Mr. Wenrzet. Yes. The controlled-circulation publications, of 
course, cannot have more than 75. 

Mr. Hacen. Just assume for the sake of comparison that it would 
be 75 percent, although many of them would be only 60 or 65. 

Say that this 2-pound publication is going into the fifth zone. 
One-fourth of it would cost three-quarters of a cent because it is 1% 
cents per pound for the reading matter. Therefore, the cost of one- 
half pound is three-quarters of a cent. The 4 cents per pound, then, 
multiplied one and a half times, which is the balance of the weight 
of the magazine, would be 6 cents. 

Six cents plus three-quarters of a cent makes 6% cents. That would 
be the rate on a 2-pound magazine going into the fourth zone, which 
is 75 percent advertising and 25 percent reading matter. The pro- 
posed rate increase would be 100 percent at the end of the third year. 
So that magazine going through the second-class mail would cost that 
publisher, at the end of the third year, 2 times 6% cents, or a total of 
13% cents; is that right? 

Mr. WeENnTZEL. Yes. 

Mr. Hacen. That is more than the cost of the same weight magazine 
going through the mail as controlled circulation. 

Mr. Rees. A 2-pound magazine would go for 20 cents, at 10 cents 
a pound. 

Mr. Hacen. That is right; 20 cents. 

Mr. WENTZEL. Yes. 

Mr. Hacen. So as you analyze it further, you approach the same 
charge. You have not met it yet, but I am trying to show that you 
are approaching it. 

In other words, the controlled-circulation publication still has some 
differential there. 

Mr. Mituer. No, it has not, because your own figures are 13% 
cents against it. 
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Mr. Hacen. There is a difference against. 

Mr. Miuuer. Yes. 

Mr. Hacen. That is what I am saying. 

Mr. Wenrzeu. The shorter the haul, the greater the differential 
against the controlled-circulation publication. 

The CuarrMan. Do you have any other questions, Mr. Miller? 

Mr. Mixuer. I am just wondering if Mr. Wentzel could put into 
the record, figures as to the number of magazines and their place of 
publication, such publications as Time and Life, or a few of them. 

You said 1 magazine had 21 points of entry, did you? 

Mr. Wenrzev. The Saturday Evening Post. 

I have most of these large publications. I have them listed here. 

The Saturday Evening Post has 26 additional entries. 

Mr. Mituer. Do you have the cities of the additional entries? 

Mr. Wenrze.. I do not have them here, but we have them in the 
office. 

Mr. Miuuer. I think it would be interesting to the committee to 
have that put in the record. 

Mr. Wenrzexr. The Ladies Home Journal has 25; the Country 
Gentleman has 25; and Holiday has 2, and Jack and Jill only 1. 

Those are all Curtis publications. They have been really the 
pioneers in this shipping outside the mails. 

Time has 11 additional entries; Life has 5 additional entries; 
Fortune has 4 additional entries. 

That is that group, Time, Life, and Fortune. 

The American Magazine, of Springfield, Ohio, has none. That is a 
large publication, but it has no additional entry. 

Collier’s Weekly has 8 additional; the Woman’s Home Companion, 
19 additional entries. Quick—that is a new little publication—has 
2 additional entries. 

Look has 12 additional entries. Better Homes and Gardens has 
12 additional entries. Newsweek has four, and Reader’s Digest has 
two, which means that they are printed in three places. 

Mr. Miuuer. That isa sample. That is enough. 

Mr. Hagen. Mr. Chairman. 

The CuarrmMan. Mr. Hagen. 

Mr. Hacen. Mr. Wentzel, referring to the bulk mailings as shown 
on page | of the comparison of present and proposed postage rates 
and fees, the Congress last year had a little difficulty in passing a 
bill which provided for 14; cents per piece for circulars, as compared 
to the old rate of 1 cent. It did not become law because the Senate 
did not pass the bill, but now we are going to jump that to 2 cents. 

In my opinion, that is quite a jump for a business which may 
depend entirely on circulars for its volume of business. There are 
quite a few small mail order specialty houses—I am not talking 
about the large ones now, but the small ones throughout the country — 
which depend a lot on direct mailing pieces for their business. 

I favor a raise of this rate, but this is what I am wondering about. 

The CaatrMan. Do you mean a cent and a half? You did not 
favor it last year, Mr. Hagen. 

Mr. Hacen. Do you not think costs are a little higher than they 
were last year? 

The CuarrMan. I am glad you have come to that. 

Mr. Gross. Will the gentleman yield? 
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Mr. Hagen. Gladly. 

Mr. Gross. We do not want to get into this runaway inflation yet. 

Mr. Haaren. No, we do not want to go too far. 

But it appears that the Department comes in, every vear, with a 
big increase to request, and they get nothing out of it. It has been 
happening that way for several years. 

So I am in favor of coming in with a minimum request and getting 
it rather than going all out and getting nothing. 

I want to point out that an increase of 1 cent or 2 cents is quite a 
jump for any business that may use this type of mailing. 

Would you let me have your reaction to this idea: In your opinion, 
would it not be more logical to make it effective at a cent and a half 
to July 1 or January 1 and then later perhaps make it 2 cents, after 
the first year, when you find out the experience in all these increases? 
You may later decide not to raise it up to 2 cents. 

Mr. Wenrzev. It would certainly make it easier for the users of 
that particular service. 

Mr. Hagen. A lot of these business houses based their selling prices 
on certain postal costs as part of the picture. If it is jumped so out 
of line, it throws their whole picture out of balance and just hampers 
the business procedure and business planning and all that. 

I just want to throw that in as an observation, at least. 
Fa Rees. It would depend somewhat, of course, on what part of 
the cost of operation is allocated to sending circulars through the mail. 

Mr. Hagen. That is right. 

Some firms may spend from their business expense maybe 10 or 
20 percent of the total expenses on mailing. Others may have only 
1 or 2 percent of their business expense devoted to mailing expense. 

Mr. Lestnskr. Mr. Chairman. 

The Cuaarrman. Mr. Lesinski. 

Mr. Lesinskt. May I make an observation also? 

In 1872, when the penny post cards came out, and a lot of these 
rates go back that far, we paid a man about 30 dollars a month for 
handling the mail. Today the cost runs to from $240 to $300 a 
month for the same work. Is that right? 

Mr. Hacen. That is about right. 

Mr. Lesrnskr. I just wanted to make that comparison. 

Mr. Hacen. If you want to bring up that point, let us take the 
Department of Justice or the Civil Service Commission, or any other 
department. They have increased their salaries, but they have not 
decreased the service to the people. 

As a matter of fact, they have increased the service. 

But that is about enough of that. I want to bring out another 
point here. 

On the second-class mail, Mr. Wentzel, have you given any thought 
to this, which is developing now: Say you raise these rates to some 
extent a hundred percent over a period of 3 years. Do you not find 
that some of these large publications are right now planning and work- 
ing out plans to distribute their magazines through their own distri- 
bution service and system, thereby taking their publication out of the 
mails entirely? 

That may be a good thing if you are losing so much money on it. 
But have you given any thought to that possibility of greatly decreased 
volume and the effect it would have on the department’s revenues 
and expenditures? 
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Mr. Wenrzev.. Of course, the department is aware that at least 
one large publisher is experimenting with that type distribution and 
is including a number of publications of other publishers. Apparently, 
some success has been achieved in the experiment. 

But as long as the costs exceed the revenue so greatly, the loss of 
that business is to the advantage of the Post Office Department. 

Mr. Hacen. In other words, the people that are maybe more willing 
to pay or able to pay are going to get away from the increase and the 
religious publications, farm, educational, and some other publications 
that have to go through the mail will-have to bear the increased cost, 
the additional rates. Do you see what I am getting at? 

Mr. Wenrzezv. It is very likely they will look around for other ways 
of distribution. 

Mr. Rees. What was your statement that you wanted to make 
about third-class mail? 

Mr. Wentzev. I just wanted to call attention to the type of cir- 
cular matter that is going through the mail. I thought maybe the 
members would want to look at it. I asked the Washington Post 
Office to send some undeliverable specimens over to the Department. 
These are apparently some that they had on hand at the moment. 
They cannot be delivered. 

If you gentlemen are interested in looking at them to see what type 
of matter is going at the low rate—most of those pieces are going at 
the 1-cent mimimum rate—I will just leave them here if you wish to 
see them. 

The CHarrMan. Have you examined the material? 

Mr. Wenrzeu. I have just looked through them. 

The CuarrMan. What does it consist of principally? 

Mr. Wenrzeu. All kinds of material. No two are alike. 

I would rather not read any names into the record, of the mailers. 

The Cuarrman. Mr. Hagen, since you say that so many concerns 
use third-class mail to promote their business, to send out advertising 
and other circular matter, and these concerns are in business to make 
a profit and they are using the mails as one of their main forms of the 
operation of their business, do you not think they should pay an 
adequate rate rather than to bring about a deficit and force the 
general taxpayers of the country to pay this deficit in increased taxes? 

Mr. Hacen. I think they should pay an adequate rate. I think 
it should be spread over a time so that the impact is not so harmful 
to them at one time. So we are not too far apart on that. 

The Cuarrman. Are there any other questions of Mr. Wentzel? 

Mr. Gross. I have one of these undeliverable pieces here, Mr. 
Chairman, which is from the Office of the Assessor in Washington, 
D. C. That went out for a penny. I imagine if there were an 
increase in rates they would stop sending out tax notices and people 
would probably be in favor of it. 

The Cuarrman. We will go now to General Services, Mr. Wentzel, 
in the bill. 

Mr. Wentzeu. The first item under that heading is the special 
delivery. 

The special delivery is losing us around $10 million a year. 

Mr. Reus. Did you say the loss is $10 million now? 

Mr. Wenrzeu. Yes, sir. The fees that are proposed in the bill, 
which is the recommendation the Postmaster General submitted, are 





132 POSTAL RATE REVISION 





so graduated as to recover practically that whole amount of $10 
million. 

Mr. Rees. How much does it cost, and how much do you collect? 
What do the special services cost? 

Mr. Wentze.. I have the estimated extension to 1952. 

Mr. Rexs. I am just trying to see how that $1.0 million compares 
to the total profit, what percent it is. 

Mr. Wenvzet. I can take the figures given, extended to the 1952 
fiscal year. They estimated 130,388,000 transactions, a revenue of 
$25,752,000, expenditures of $36,647,000; excess of expenditures, 
$10,895,000. 

Mr. Rees. So you lose about one-third 33 percent. Has that been 
constant for several years? 

Mr. Wenrzet. The loss has been heavy right along. 

Mr. Rees. How much did we gain by the increase that was given 
by Congress not so long ago? How much money did we raise? 

Mr. Wenrzet. According to the recommendation that the Depart- 
ment has submitted, the fees would be increased. In the case of first- 
class mail, for instance, these fees are different for first-class mail and 
for the other classes. The first-class mail, not over 2 pounds, has a 
present fee of 15 cents. 

We are proposing 23 cents. That is a jump of 8 cents. 

The 1950 volume was 114 million pieces. Eighty-five million of 
those 114 million pieces were in that one bracket, that 15-cent bracket, 
largely letters. 

If you want to recover any of that $10 million loss you have to do 
it where the volume is. 

For over 2 pounds to 10 pounds, first-class pieces, the present fee 
is 25 cents and the proposed fee is 35 cents, which is an increase of 10 
cents. 

There are 1,025,000 pieces in that group. 

Over 10 pounds, first class, the fee now is 35 cents. We are pro- 
posing 50 cents, an increase of 15 cents. 

But there were only 304,000 pieces in that category. 

The Cuarrman. Is that parcel-post matter? 

Mr. Wenrzev. No, that is all first class. 

In the second, third, and fourth classes, not over 2 pounds, the 
present fee is 25 cents. We propose 35 cents. ‘There were 10 million 
pieces in that 2-pound limit. 

Then over 2 to 10 pounds of second-, third-, and fourth-class 
matter, the present fee is 35 cents, and the proposed fee is 45 cents. 
There were 11,204,000 pieces in that group. 

Over 10 pounds, where the fee now is 45 cents, we are proposing 
60 cents. There were 6,673,000 pieces in that category. 

These fees have been so graduated here as to bring in $10,120,000 
against a loss of several hundred thousand dollars more than that. 

Mr. Rees. You are going to bring in $10 million more, in round 
numbers? 

Mr. WenvTzet. Yes, sir. 

Mr. Rens. That is added to how much that you are getting now? 

Mr. Wenrzet. The figure I gave you, of $36 million here, is the 
expenditures. The revenue was $25 million. 

I had better give you that for the fiscal year 1950, which would be 
a corresponding figure. 
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In special delivery in 1950 the revenue was $22 million. We are 
now proposing to raise $10 million more, which is quite a difference. 

The Cuarrman. What about the other special services? 

Mr. Wenrze.. We are not proposing any changes in the special 
handling charge for fourth-class matter. In fact, there is no change 
in the fourth class because the case is pending before the Interstate 
Commerce Commission. 

As to the money orders, as the Postmaster General explained and 
for the reasons that he gave, we are also making no recommendations 
for changes there at this time. 

When we come to the registered, insured, and COD services, which 
are losing us a considerable amount of money, we are proposing a 
readjustment of the fees. As you will see from the sheets which we 
furnished you, they take up three or four pages. 

It is rather difficult to explain just what they are, that is, without 
reading them right off the list here. 

Mr. Gross. Mr. Chairman. 

The CuarrmMan. Mr. Gross. 

Mr. Gross. Approximately what is the over-all increase in reg- 
istered mail? 

Mr. Wentzev. The increase on the registered mail, on this revision 
of fees, would amount to $10,583,000. 

The insured mail is currently carried without any loss. The insured 
service is one of the special services in the last few years, which has 
gradually come up to paying its way. That is because of many 
changes and simplifications in the handling of the paper work in con- 
nection with that work. 

But in 1949 we had based our recommendations on 1948. I believe 
that is how it was. At that time it was showing a loss. So we had 
proposed an increase, which would have brought in $809,000. 

We included that increase here simply for the reason that the 
increases that we propose are on the higher insured amounts, not on 
the smaller amounts. 

Mr. Gross. You are not in danger of pricing yourself out of the 
registered mail business, are you? 

Mr. Wenvtzet. It probably would reduce the volume to some extent. 

Then on the c. 0. d. mail, where we are losing $7,575,000 on the 
1952 estimated basis, our increased rates there would bring in $7,461,- 
000, practically make that self-supporting. 

The recommendation in the Postmaster General’s letter, in the draft 
of the bill, includes the provision which the committee had in last. 
year, that these fees might be readjusted by the Postmaster General 
from time to time, as circumstances made that desirable or necessary 
with a view to maintaining all of these special services on a self- 
supporting basis. 

The CuatrMan. And all those special services should certainly be 
on a self-supporting basis, because there is some extra or additional 
personal service that is rendered to the mailer. 

Mr. Gross. That is within the field of special services, Mr. Chair- 
man. Iam not saying that they have to support it entirely. 

The CuairmMan. No, just support their own charges and the costs 
of being carried through the mail. 

Will you proceed now, Mr. Wentzel? 
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Mr. Wenrzev. I think there is one more item I should mention, 
as the Postmaster General did when he was before the committee. 
That is that he has the authority currently to fix the charges for 
certain notices that we furnish, like notices to publishers and notices 
to the senders of mail like you have there. For third-class mail, 
where there is a change of address, the charge currently is 2 cents for 
those notices 

That includes furnishing the notice and the mail service and sending 
it to the person who gets it. We certainly cannot provide that 
service for 2 cents. 

So the Postmaster General proposes to increase that charge to 5 
cents for each of those respective notices. 

The notices to publishers we are sending out at the rate of about 
24 million a year. 

The notices of change of address, usually referred to as Form 3547, 
are the forms on which we give the new address of the addressee of 
mail so that the mailer can keep his mailing list up to date. That is 
to our advantage as well as that of the mailer. We send out about 36 
million of those a year. 

The publisher’s notices would bring in about $722,000 a year by 
increasing the fee from 2 to 5 cents per notice. The notices of change 
of address will bring in about $1,100,000, by a similar raise. 

Then there is one other item—certificates of mailing. That is a cer- 
tificate which is furmished to the sender of ordinary mail for 1 cent to 
evidence the mailing of a piece of matter. We certainly cannot per- 
form that service for 1 cent. This would increase the charge to 
3 cents. 

Mr. Rees. How much does that amount to now? How much 
money is involved? 

Mr. Wenrzet. By increasing to 3 cents, we would bring in 
$755,000. That is on the basis of approximately 25 million certificates 
of mailing a year. 

We really feel that that service should be discontinued because the 
effect of it is to reduce the use of the insured and registered mail services. 

Mr. Rees. I do not believe 1 know what you mean by a certificate 
of mailing. What is that? 

Mr. Wenrzeu. If you take a parcel, for instance, to the window 
at the post office and you mail it, you can have the postmaster give 
you a slip, which he will postmark, indicating that you mailed “the 
parcel to a certain person. Then you have evidence of the mailing 
of a parcel to the addressee. The mailer is supposed to write the name 
and address of the addressee on the slip. 

Mr. Gross. I never heard of it. 

Mr. Rees. Who uses that sort of service? 

Mr. Wenvze-. It is used largely by mail order houses and wholesale 
concerns. It is not used so much by individual mailers. 

Mr. Gross. But any individual can ask for it; is that right? 

Mr. Wentzev. Yes, anyone can have it. 

Mr. Gross. What is the cost of it, did you say? 

Mr. Wenvrzev. Presently it is furnished for 1 cent. 

Mr. Gross. I have been missing out on something. 
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Mr. Rees. In other words, you can go to the Post Office and get a 
certificate from the postmaster saying that you mailed a letter to me, 
for 1 cent; is that right? 

Mr. Wenrzev. That is right. 

Mr. Reams. What was the loss on that item? 

Mr. Wenrzev. There has not been any computation of the cost of 
running that service. 

Mr. Reams. May I ask another question here, Mr. Chairman? 

The CuarrmMan. Yes, Mr. Reams. 

Mr. Reams. In the summary of allocations and apportionments of 
special services, there is one that is unassignable, which lost no money, 
That is quite interesting. It made $28 million in 1949. 

What ts included under that unassignable feature? 

Mr. Wenrzet. For instance, the box rents. That is quite an item. 
That is not assigned to the respective classes of mail. 

You are talking about unassigned revenue, are you? 

Mr. Reams. Yes. 

Mr. Wenrzev. It is largely that. 

Then, of course we have the philatelic sales. They are included, I 
believe, in that unassignable group. The excess of the revenue from 
stamped envelopes over the postage value is another item that is not 
assigned to the classes of mail. 

Mr. Gross. Mr. Chairman. 

The Cuarrman. Mr. Gross. 

Mr. Gross. Mr. Chairman, I am still intrigued by that mailing 
privilege. That could take the place, in many instances, of registered 
mail, could it not? 

Mr. Wenrzev. That is true. 

Mr. Gross. For which a much higher rate is charged, and from 
which there is a much greater deficit? 

Of course, as vou say, vou have not computed the loss in this par- 
ticular item. 

Well, that is interesting. 

The CuarrMan. Are there any other questions? 

Mr. Lesinski. 

Mr. Lestnskt. I would like to clear up something. 

Referring to these envelopes that you sell, with a stamp on them, 
are they sold for 3 cents a piece, plus the cost of the envelope? 

Mr. Wenrzev. There is an additional amount. 

Mr. Lestnskt. Is it a penny charge for the envelope? How much 
is charged for the envelope? 

Mr. Wenrzev. If you bought just one envelope with a 3-cent 
stamp on it, you would have to pay 4 cents. 

The CHAIRMAN. Suppose you bought them in quantities? 

Mr. Wenrzet. I do not have the price list here. 

By the way, we have just been notified that the manufacturer wants 
to increase the price twenty-some percent. We did increase the 
selling price of those tremendously just about 2 vears ago because of 
their increased cost. The price is fixed so that it will more than cover 
the cost of the envelopes and the distribution of them. The law 
requires all that. 

Mr. Lesinsxr. I have one other point for clarification. 
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The postal card cost is 67 cents a thousand. Is that only for the 
printing, or does that include the paper and the handling of that card? 

Mr. Wenrzev. There is no extra charge for the postal card over 
the value of it. 

The CuarrMan. He is asking you about the charge, whether the 
67 cents include the paper. 

Mr. Wentzeu. Yes; that includes the paper. 

Mr. Lesinskt. I cannot quite get it through my mind. Your cards 
cost $1.50 for a thousand by themselves. 

Mr. Wentzev. No; 67 cents. 

Mr. Lesinsk1. Plus the printing and cutting, and so forth. 

Mr. Wenvzeu. No, the whole job. You get the card, including 
the printing, for 67 cents a thousand. 

Mr. Lesrnsxt. In other words, do you say the printer buys the 
paper for them? 

Mr. WENTZEL. Yes, sir. 

Mr. Lesinskr. And he cuts the card and prints it for 67 cents a 
thousand? 

Mr. WENTzEL. Yes, sir. 

Mr. Lesrnsk1. Is that the whole cost? 

Mr. Wentzev. That is the whole cost. 

The CuHarrMan. Who has that contract, Mr. Wentzel? 

Mr. Wentzev.. The Government Printing Office has been doing 
that for many years. I do not know just how long ago they started. 

The CHarrMaNn. It was formerly under contract, was it not? 

Mr. Wentzeut. Yes. It was formerly under private contract, but 
now the Government Printing Office does it. 

Mr. Lestnsx1. Who pays for the paper? 

Mr. Wentzevt. The Government Printing Office. It is included 
in that price for 67 cents per thousand. ‘That includes the cost of 
paper and the printing, which the Government Printing Office does. 

That is the embossing of the stamp. 

Mr. Lestnskr. Does not the Government furnish the Government 
Printing Office with that paper? Or does the Government Printing 
Office pay for that paper out of its funds? 

Mr. Wentzev. The Government Printing Office buys that paper, 
and that is covered by the charge. 

The CHarrMAN. What are you paying for your Government 
stamped envelopes by the thousand, do you know? 

Mr. Wenrzev. I do not know exactly what we are paying now. 
We are selling 25 of them, I believe, for around 12 or 14 cents over 
the postage value. In fact, you can go into a 5-and 10-store now and 
you can buy envelopes cheaper than Government stamped envelopes, 
so far as the envelope itself is concerned. 

Mr. Lestnsx1. Would it be practical to put a charge on the card 
itself, the postal card, which is set for 2 cents later on, if this goes 
through, and charge the user a penny for five, or whatever it might be? 

Mr. WenTzeE-L. It could be, of course; if the law were changed. 

The law now requires that they be sold at the postage value; that is, 
1 cent. That is a requirement in the law. 

Mr. Lesinski1. What I am trying to determine is whether or not you 
could do away withthe postal card, sell the envelope without the card. 
Does the law allow it? 
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Mr. Wenrzev. I am afraid I do not quite understand. 

Mr. Lestnskr. The law does not allow you to sell a postal card 
except for 1 cent. 

Mr, WenTzEL. Yes, sir. 

Mr. Lestnskr. You are helping out the opposition on that. The 
opposition has claimed that the Government is in the printing business. 

Mr. Wenrzev. Of course, the Government is paying the printing 
bill. 

The Cuarrman. Are there any other questions? 

Does that complete your:statement, Mr. Wentzel? 

Mr. Wentzext. That completes it. 

The CHairnman. The committee will stand adjourned until Tuesday 
morning at 10 o’clock, at which time witnesses on second-class mail 
will appear. 

Mr. Wentzev. I want to thank your committee for your kind 
treatment. 

(Thereupon, at 11:50 a. m., the committee recessed, to reconvene at 
10 a. m. Tuesday, March 13, 1951.) 
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TUESDAY, MARCH 13, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrick AND CIVIL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuairman. The committee will be in order. 

This morning the committee is in receipt of a statement from Mr. 
William C. Armbrust, the national president of the United National 
Association of Post Office Clerks. The statement favors a proper and 
adequate increase of postal rates. 

It will be inserted in the record. 

(The statement referred to is as follows:) 


STATEMENT BY WILLIAM C. ARMBRUST, NATIONAL PRESIDENT, UNITED NATIONAL 
AssociaTION OF Post OFrFice CLERKS 


As employees of the greatest business enterprise in the world, the Post Office 
Department, each and every individual employee, from Postmaster to janitor, is 
charged with a particular responsibility. That responsibility is service to the 
patrons of this great establishment—to keep the mails moving in the most ex- 
peditious manner possible and to perform that service courteously and judiciously. 
To perform service in this manner, consideration must of necessity be given to 
the needs of the service and modern methods of operation. Consideration must 
also be given to the employees who perform that service toward modern methods 
of administration and promotional opportunity, which inevitably will lead to 
greater efficiency and economy as well as greater employee morale. This can 
be done effectively by the Postmaster General if and when the Congress becomes 
fully cognizant of the present-day needs of the Post Office Department. 

On repeated occasions requests have been made for a revision of the present 
postal rates by the Postmaster General. Those requests were made from the 
standpoint of good business administration. The cost of transporting the mails 
by rail, air, and sea, as well as on foot by letter carrier, has risen in percentage 
far beyond the realm of imagination of the ordinary individual mail user. In 
fact, all of the costs involved in running a business outside of Government are 
also applicable to the Post Office Department, which is the largest single emplover 
or business in the world today. Those increased costs have naturally mounted 
year by year until today the present Postmaster General, Jesse M. Donaldson, is 
faced with the greatest postal deficit in the history of the Postal Office Department. 

The public, which includes large business institutions, publishers, newspapers, 
and others who are daily users of the mails as a means of communication and as 
a source of disseminating information for public consumption, certainly realize 
that their operating costs have also mounted over the vears. When costs mount 
in private industry, steps are taken and adjustments are made, mostly through 
increased prices of the particular item offered to the public. This cannot take 
place in the postal service. It requires an act of Congress to increase rates. 
And at this writing the Congress has failed to act. 

Much has been said about writing off certain individual items to offset deficits, 
This would be false economy and would not change the present picture or ade- 
quately serve as a criterion for the future operation of the postal service. Costs 
for handling certain categories of mail have mounted to a point where they have 
incurred deficits. Some special services have also contributed to the postal 
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deficit in a like degree. There is only one proper solution and that is a come 
pletely revised schedule of rates to conform to present-day costs of operation, 

It has often been said that you only get what you pay for. That is not true 
in the postal service today. You get more than 10 times the amount of your 
expenditure when utilizing the postal service. Many private and business insti- 
tutions today realize this fact but are unwilling to lend their support. They 
surely realize that indirectly they are paying for this below-cost service by 
taxation in some form or the general public, which is not a large user of the mails, 
eventually pays the bill. 

The late Samuel Gompers, while serving as president of the American Federa- 
tion of Labor, made the following statement: ‘‘The worst crime against working 
people is a company which fails to operate at a profit.” Although the Post 
Office Department is a revenue-producing ageney of the Federal Government, 
it is not our belief that it was instituted for profit, but we nevertheless do adhere 
to certain principles of operation which would permit this agency to at least be 
self-supporting to a substantial degree. A reasonable deficit could be justified 
and provided for through appropriations by ‘he Congress, but the deficit presently 
existing of close to half a billion dollars is cause for concern by che public, postal 
employees, and the Postmaster General. 

The publie should be concerned because rates have not kept pace with operat- 
ing costs. It is often said, and too frequently, that the Post Office is a publie 
institution and a service institution and was not organized for profit. his is 
true to a degree. Bus when the cost of operation exceeds the amount of revenue 
by a substantial percentage, increased raies are the only basis for securing 
additional funds to offset operating deficits. 

For many years past, the Postmaster General was the chairman of the political 
party in power. Their administration of the postal service and its functions was 
both efficiens and productive. Most every Postmaster General from the incep- 
tion of the postal service was, with few excepiions, a good business administrator. 
But none of them was ever faced with the problems of our present-day career 
Postmaster General. The volume of mail, from first-class letters, circulars, 
newspapers, magazines, second- and third-class mail, parcel post, and other 
additional services, has increased in many instances more than 100 percent. 
Postal revenues are the highest in history, but the cost of maintaining the service 
has risen far beyond the amount of revenue collected. This fact is brought 
about by and through certain laws and regulations over which the Postmaster 
General and the Post Office Department have no control. Rates of postage 
chargeable to patrons for service are fixed by Congress. Transportation costs 
and rates chargeable to the Post Office Department for the transportation of the 
mails are fixed by the Interstate Commerce Commission when transported by 
rail. ‘The Civil Aeronautics Board fixes the cost of transporting the mails by 
air. The cost of transporting the mails by other means is also subject to regula- 
tory laws and statutes beyond the control of the Postmaster General. Mounting 
costs have been the major concern of Jesse Donaldson, and as Postmaster General 
he is attempting to do something about it. 

Along with the costs mentioned previously, long-overdue wage increases have 
been granted to postal employees, which were rightfully deserved. The public, 
private enterprise, and the Congress were unanimous in their opinion that postal 
employees were underpaid and rightfully were deserving of wage adjustments 
comparable to those granted to employees in private industry. ‘This required a 
number of years of patient waiting by postal employees before action was forth- 
coming by the Congress-——20 years to be exact. Postal employees are grateful to 
the Congress for granting them wage increases and for recognizing their economic 
plight and wholly inadequate wage structure. There is no question but that the 
wage increases granted to employees are a contributing factor in the cost of 
operating the Post Office Department. 

In any business, either private or Government operated, all costs involved in 
operating that business must be the basis for consideration. In the operation of 
the Post Office Department the cost of operation would involve wages and other 
items all down the line involving cost, right down to maintenance. If the Post- 
master General is not vested with authority to write off certain so-called subsi- 
dies by the Congress, which are contributing toward the deficit, and if rates of 
postage are to be continued at their present low levels and not increased to a 
point where the cost involved in handling or rendering service will approximate 
the revenue necessary to operate the service, the deficit will continue. 

Postal employees have every reason to be concerned over the deficit in the 
Post Office Department. Rigid economies in operating costs are fast becoming 
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realities. Those economies affect the welfare and future of every postal employee. 
We should not be concerned or advocate a postal service based on deriving a 
profit from revenues. But we must be concerned with a postal service that will 
derive sufficient revenue from certain services or categories of mail and absorb a 
major portion of the operating costs involved. 

It is my firm belief that the time has come for the Congress to take some direct 
action toward increasing the rates now chargeable on second-, third-, and fourth- 
class mail matter and on the rates now chargeable to the special services. Rates 
in the past have not kept pace with costs and should be increased proportionately. 

I believe also that a curtailment of service will directly affect the employees 
who are now responsible for the distribution, dispatch, and delivery of the mail 
in the most expeditious manner possible. Any delay in the handling and the 
delivery of the mails will be reflected upon the efficiency of the employees within 
the service. 


The CuarrMan. We also are in receipt of a letter from Charles E. 
Puskar, chairman of the legislative committee of the National Associa- 
tion of Postmasters, transmitting a statement on behalf of Bernard 
F, Dickmann, president of the National Association of Postmasters. 

The letter will be inserted in the record at this point. 

(The letter referred to is as follows:) 


NATIONAL ASSOCIATION OF POSTMASTERS OF THE UNITED STATEs, 
Washington 6, D. C., March 7, 1951. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D. C. 
Dear CHAIRMAN Murray: Please insert the following statement in the 
official records of the hearings on H. R. 2982: 
“My name is Charles E. Pusker. I am postmaster at Imperial, Pa., and 
chairman of the legislative committee of the National] Association of Postmasters. 
“On behalf of President Bernard F. Dickmann and the National Association 
of Postmasters, I wish to be placed on record as endorsing the proposal of Post- 
master General Donaldson for the increase of postal rates as contained in H. R. 
2982.” 
Sincerely yours, 
CuHARLEs E. Puskar, 
Chairman, Legislative Committee. 


The CuairmMan. Then this morning we have a statement from Mr. 
Curt Teich, Jr., president of Curt Teich & Co. The statement is made 
on behalf of Curt Teich & Co., Inc., of Chicago, Ill.; E. C. Kropp Co., 
of Milwaukee, Wis.; Colourpicture Publishers, of Boston Mass.; 
and Tichnor Bros., Ine., of Boston, Mass. 

The statement is in protest of any increase in postage on private 
picture post cards or souvenir cards. e 

Mr. Teich is not appearing in person; for that reason his statement 
will be inserted in the record at this point. 

(The statement referred to is as follows:) 


SraTEMENT OF Curt TeErcu, Jr., FoR Curt Teitcn & Co., Inc., Cateaco, In.; 
k. C. Kropp Co., Mipwauken, Wis.; COLOURPICTURE PUBLISHERS, Boston, 
Mass.; Ticunor Bros., Inc., Boston, Mass. 


Honorable chairman and members of the committee, my name is Curt Teich, Jr. 
president of Curt Teich & Co., Inc., Chicago, Ill., manufacturers of private picture 
post cards. In behalf of my company and fellow manufacturers of private picture 
post cards, we feel that a great danger to our industry is impending; I refer to the 
increase in postage that has been suggested to your committee, to raise the present 
postage on private picture post cards from 1 cent per card to 2 cents. 

For the purpose of clarification and so that no confusion will result, we will 
refer to our product as the “‘private picture post card’? which you purchase at 
newsstands, dime stores, hotels, variety stores, drug stores, and, in small hamlets 
in remote parts of these United States, in the country general store, at 1 cent each 
for the post card, which is then mailable with the affixing of a l-cent stamp. 
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The other classification of mailing card for future reference we will call the 
“Government postal card,” on sale at United States post offices at 1 cent each— 
complete—ready for mailing. 

The volume of private picture post cards is only approximately a quarter the 
volume of the Government postal ecard, and 95 percent of all private picture post 
cards are sold today at retail to the public at 1 cent each. 

In 1925 a postal committee decided to increase the postal rate on private 
picture post cards from 1 cent to 2 cents per mailing. Notwithstanding objections 
from those affected, the rate was increased. We might say out of respect for the 
judgment of that 1925 committee that this increase was a new venture, without 
any past records for comparison, and it probably was worth trying. But, 
gentlemen, it didn’t work. 

The volume of all private picture post card manufacturers fell off almost imme- 
diately, necessitating laving off of help, curtailing of all operations, and we private 
picture posi card manufacturers were in a bad way. Afier a year, Posi Office 
statistics were available on the new rate of posiage and definiiely showed that 
‘he revenue from private picture post cards was less at the 2-cent rate of postage 
‘han ii had been ai 1 cent. These postal figures accuraiely coincided with the 
production and sales of the privave picture posi card manufacturers. Our pro- 
duciion was cui approximaiely 50 percent. 

A congressional commiiiee was quick to see our sorry siace of conditions, and, 
after conducting hearings in various cities where private piciure posi card manu- 
facturers were located, the rate was quickly reduced to 1 cent. The experiment 
hadn’t worked. With this relief, we manufacturers of private piciure post cards 
gradually recovered to a normal state of business, after a very disasirous experi- 
ence. It aciually took us about 3 vears to zev back io normal. 

During this 1925 catasirophie experience, ai first i: was recommended thai the 
postage for both the Government posial cards and private picture post cards be 
increased to 2 cents each. Ai the last moment the Government postal card 
remained at 1 cent, for some unexplainable reason, for ithe compleie prinved card, 
including posiage, which naiurally was a double s.rike against ihe private picture 
post eard manufaciurers, for nov only did the Governmen: pos al card remain at 
1 cent each for mailing, as against the private picture posi card’s 2-ceni posiage 
rave, bui the Government charged nothing for the manufaciure of the Govern- 
ment posial card, its cardboard, printing, cuiting, boxing, wrapping, and trans- 
porting to post offices all over che couniry for sale io whomever wished io purchase 
them. 

Now, gentlemen, in 1951 we again are faced with the request of this committee 
to raise the postage on private picture post cards from 1 cent to 2 cents, as con- 
tained in H. R. 2982. 

Similar legislation on postal increases has been up before your committee in 
1947 and again in 1949, and we private picture post card manufacturers have tried 
to show in past hearings before your committee that we were carrying our portion 
of the load because we were charging, at the retail level, 1 cent each for the cards 
which we produced for the general public, and all that was required of the post 
office was to sell the l-cent stamp and carry the private picture post card to its 
destination from the point of mailing. 

In the mgcommendations of the Postmaster General for increases in postal rates 
and fees, which were submitted on February 28, 1951, to the Honorable Sam 
Rayburn, Speaker of the House of Representatives the Postmaster General 
brought out the fact that more than 4,000,000,000 penny postal cards are used 
for purely commercial or advertising purposes. 

This time we would like to go partially along with the Postmaster General’s 
recommendations and recommend that Government postal ecards, the majority 
of which he indicates are used for commercial and advertising purposes, should 
be paid for the same as the customer pays when purchasing private picture post 
cards, 

We would like to recommend to your committee that the Government put a 
charge per card on the Government postal card for manufacturing and distribution 
and leave the postage of both the Government postal cards and private picture 
post ecards at 1 cent each. This, based on the Postmaster General’s own figures 
of more than 4,000,000,000 postal cards, should return to the Post Office the major 
portion of additional revenue requested and virtually take care of his requested 
increase from this class of mail. 

Gentlemen, we again wish to call your attention to the fact that the Post Office 
supplies all the cardboard, printing, cutting, boxing, wrapping, transportation to 
the point of sale, selling to the ultimate user, and finally delivering the Government 











POSTAL RATE REVISION 143 


postal card back through the mail to the party to whom it is addressed, ali for the 
cost of the postage alone, while in the case of private picture post cards the 
customer buys the card for 1 cent each and mails it for 1 cent each, net to the Post 
Office. We know of no other parallel where the Government is actually undersel- 
ling private industry, taking manufacturing and postage into consideration, by 
50 percent to the ultimate user, as in the case of the Government postal card versus 
private picture post cards. 

In past hearings, we have had occasion to hear and to read later in the public 
committee reports various statements made by Post Office officials as to the cost 
of production to the Government of the Government postal card. We have never 
been able to get a clear picture from these gentlemen's testimony as to the actual 
cost of Government postal cards from a manufacturing standpoint, but we do 
know that from some of the figures loosely quoted from time to time, private 
industry, even in great quantity, could not purchase the cardboard, do the print- 
ing, cutting, boxing, wrapping, and transporting that the Government does at the 
figures they quote. As far as using the latest available cost ascertainment report 
of the Post Office to get a clear picture on cost, no separation is made with reference 
to differentiation in first-class mail between Government postal cards and private 
picture post cards. 

With regard to private picture post cards, we also have another serious problem. 
In cooperation with the Post Office Department, many years ago we instituted, 
in the stamp space provided, the inscription ‘“‘Place one cent stamp here.’”’ This 
inscription appears on literally millions of cards which are on the shelves of dealers 
and retail outlets all over the country, some scenes the editions of which take 
many years to sell and dispose of. Confusion would reign in post offices all over 
the country, and the dead letter offices would be piled high with cards bearing 
insufficient postage, which cards could not be returned to the sender, as post 
cards do not carry a space for the return address of the sender. 

In the foregoing we have attempted, gentlemen, to give vour committee a 
forthright picture of our problem and a recommendation as to how the Govern- 
ment postal card can be made to help pay its way by recovering the manufacturing 
and distribution cost by charging a definite price per card for manufacturing and 
distribution of the Government postal card, leaving the postage of both classes of 
cards at 1 vent. 

We sincerely hope that these recommendations will merit your earnest considera- 
tions when the final postal bill is written. 


The CHarrMan. At this time the committee will hear first Mr. 
Benjamin Bogin, vice president, Condé Nast Publications, Greenwich 
Conn. 

Mr. Bogin. 


STATEMENT OF BENJAMIN BOGIN, VICE PRESIDENT, CONDE 
NAST PUBLICATIONS, GREENWICH, CONN. 


Mr. Boatn. I am Benjamin Bogin, vice president of the Condé Nast 
Publications. 

We have submitted a brief and a digest of the brief. 

The Cuatrman. That will be inserted into the record at this point. 

(The material referred to is as follows:) 


SraTEMENT SUBMITTED BY THE CoNpE Nast Pustications INc., 
GREENWICH, CONN. 


Mr. Chairman and members of the committee, this statement is submitted by 
the Condé Nast Publications Ine. in connection with the consideration of the 
proposed bill H. R. 2982 and more particularly in connection with those sections 
of the bill establishing a new schedule of rates for second-class mail. 

The Condé Nast Publications Ine. is a publishing corporation employing 2,250 
people in its offices and manufacturing facilities located principally in the States 
of New York and Connecticut. Among its activities this company publishes 
three nationally distributed magazines: Vogue, House & Garden, and Glamour. 
During 1950, 7,583,500 subscription copies of these magazines were distributed 
as second-class matter through the post office facilities and the postage paid was 
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in excess of $380,000. The proposed rate increases of 50 percent the first year, 
75 percent the second year, and 100 percent the third vear would, therefore, in- 
crease the distribution costs of this company by $190,000, $265,000, and $380,000 
per annum, respectively. 


REASONS FOR POST OFFICE DEFICIT 


The need for higher postal rates is based on the size of the deficit resulting 
from post office operations. Probably most of the activities of the Postal De- 
partment contribute to this deficit in some degree. Certainly such factors as air 
mail subsidies, rural delivery (an essential service to the people, which cannot 
possibly be self-supporting), and franked mail are responsible for a very materia! 
portion of the total deficit. A major deficiency in the consideration of this whole 
problem to date has been the lack of any acceptable accounting figures which 
would isolate the factors principally responsible for the deficit and thus afford a 
sound factual basis upon which reliable and reasonable corrective action could 
be taken. 

While a rate increase is the most obvious method to reduce a deficit, the same 
result can be obtained by a reduction in costs. The Hoover Commission has made 
suggestions which would greatly reduce the current operating costs. Surely the 
possibilities of reduction latent in the large expenditures of the Postal Department 
are so promising as to warrant thorough investigation and logically should precede 
any new rate determinations. 


THE CONDE NAST PUBLICATIONS ARE NOT SUBSIDIZED BY THE POST OFFICE 


With respect to second-class matter, it has been claimed that the Government 
is subsidizing the publishing industry. This concept of a ‘‘subsidy’’ is at best 
true only in special fields as provided by Congress. Magazines carrying substan- 
tial amounts of advertising generally pay their way. In the case of our company, 
it is very easily demonstrated that we have paid the post office postage either 
in excess of the actual handling and transportation costs of our magazines or at 
least sufficient to cover such costs. 

Based on the Postmaster General’s own figures, for the fiscal year 1949, the 
post office’s costs for handling and transporting publishers’ second-class mail 
averaged 3.31 cents per piece, whereas the postage paid by this company during 
that period was $481.873 or 4.93 cents per magazine delivered by us to the post 
office for mailing. Even making due allowance for the fact that the costs con- 
nected with our magazines may be somewhat above average, we feel it is no more 
than a fair statement to say that we are receiving no subsidy from the post office. 
The reason for this is that the present zone rates on advertising material are suf- 
ficiently high to offset any losses which might result from the low rates on editorial 
material. 

RATES DISCRIMINATE AGAINST SUCCESSFUL MAGAZINES 


We are confident you will find that the losses incurred by the post office arise 
not from the handling and transportation of the large national magazines which 
carry substantial volumes of advertising matter, but from its work in connection 
with the thousands of small magazines containing little or no advertising which 
are distributed throughout the country at the rate of 144 cents per pound. 

It is clear that under the present rates, some magazines (such as those published 
by our company) are paying their way, while many others are not. Discrimina- 
tion arises when no recognition is given to this fact and all users of second-class 
mail privileges are treated as though they all are equally responsible for the 
deficit. The net effect of a general increase in second-class rates is not to make 
each publisher pay his own way, but to shift the burden of subsidy from the 
Government to a relatively small portion of the publishing industry, and hence- 
forth, a few publishers would be paying a large proportion of the postage of many 
others. For example, the proposed increase in rates would cost this company 
from $190,000 to $380,000 annually in additional postage, most of which would 
be a profit over and above the actual handling costs of the post office applicable 
to our magazines. We strongly urge that this would be unsound and unjust and 
discriminates against a small part of the industry. 

Even at the proposed postal rates, there will be many pubiications with small 
advertising volumes or those published by fraternal, religious, educational, 
scientific, labor, and farm organizations whose postage does not cover actual 
costs of handling. 
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There is a strong public policy underlying such exemptions or subsidization 
since it is in the public interest to encourage the dissemination of various types 
of information. With this we have no quarrel. We do suggest, however, that 
the costs attributable to this portion of the volume handled must necessarily be 
excluded from any consideration of the deficit from second-class mail, just as the 
cost of franked mail and air mail subsidies should be deducted when considering 
the Post Office deficit as a whole. If public policy justifies the Government’s 
support of such publications through a subsidy in mailing costs, then these costs 
must be treated as a justifiable Government expense and excluded from any 
analysis of proposed correction of the second-class mail deficit. 


RETROACTIVE EFFECT OF INCREASED POSTAL RATES 


Another important consideration in establishing new postal rates is that 
magazine publishers always sell their subscriptions in advance and at all times 
have on hand a large volume of unfulfilled subscriptions contracted for. In the 
case of this company, this backlog varies between 8,000,000 and 10,000,000 copies. 
Since these copies have already been paid for, any increase in postage rates must 
be borne by the publisher and cannot be shared with subscribers. The proposed 
increase would, therefore, affect the cost of fulfilling subscriptions sold over the 
past year or two at prices reflecting the then current postage rates. It will cost 
this company a minimum of $200,000 of additional postage to fulfill this 
previously solicited business. 


ECONOMIC CONDITIONS 


Our profits and those of many publishers have been on a downward trend for 
several years. Any attempt by the publishers to pass on to subscribers the 
increase in postal rates might tend to reduce circulations and profits still further. 
Reduced circulation is bound to affect the sale of consumer goods, since this is 
stimulated to a large degree by magazine advertising. This in turn will affect 
the economy even more adversely. 


RECOMMENDATIONS FOR INCREASE OF SECOND-CLASS POSTAL RATES 


Although we believe that the factors in our own case indicate that no increase 
in postal rates is justified, we recognize that not all users of second-class mail 
can make a similar claim, and that it is impossible for Congress to legislate postal 
rates which do not have general applicability. It is apparent, therefore, that 
some upward adjustment of postal rates is inevitable. We suggest, however, 
that the revenue motive should not be the sole consideration but that the economic 
capacities of the publishing industry, the long-established public policy of sub- 
sidizing the dissemination of information, and the fact that many publications 
are already paying sufficient postal rates should all enter into the determination 
of the justifiable degree of increase. 

Giving due consideration, therefore, to the above factors, this company respect- 
fully submits the following recommendations: 

1. The maximum rate of increase in postal rates should be 30 percent. 

2. In order to give the publisher time to adjust to higher postal rates and in 
order to minimize the retroactive expense with which he will be burdened in 
connection with unfulfilled subscriptions, any new rate increase should be installed 
through progressive increments over a period of not less than 3 years. We sug- 
gest a 10 percent increase for each of the next 3 vears. 

3. Continuing investigations should be made into the real causes for the present 
postal deficit and the proportions which each of such causes has contributed to 
the total. Proper evaluation should be given these factors in considering the size 
of the postal deficit. 

4. The Hoover Committee’s recommendations for economy and improved effi- 
ciency in the operation of the Post Office Department should be implemented as 
expeditiously as possible. 


SUMMARY AND RECOMMENDATIONS 


1. In considering the post office deficit, the Congress should take into account 
(a) That the Post Office Department is primarily a Government service 
and not a business. Out of the 41,000 post offices in the United States, 
serving the rural sparsely populated areas principally; 39,000 do not take in 
enough to cover expenses, nor is it possible or desirable that they be self- 
supporting. 
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(6b) The cost of franked mail should not be applied against the post office 
deficit. 

(c) Neither should the cost of air-mail subsidies. 

(d) The historic and traditional policy of subsidizing the dissemination of 
certain types of information such as that contained in— 

1. Coe-siesuibiion newspapers; 
2. Publications of scientific, fraternal, labor, educational, and farm 
organizations; 
is a matter of public policy and no one can find fault with it. 

(e) Although many recommendations for economy and improved efficiency 
of the post office have been put into effect, there still remains a large field 
where substantial economies can be made 

2. Because of the economic situation of most magazine publishers this is not 
a propitious time to increase postal rates drastically. Our own net profit of 
$3,600,000 in 1946 has declined steadily to $1,345,000 in 1950, a decrease of 
63 percent. 

3. An increase of 100 percent in second-class postage rates, even if effected over 
a 3-vear period, is too drastic, and uncalled for by any yardstick. It might force 
a number of marginal publishers out of business. 

4. The magazines of the Condé Nast Publications, Inc., are not being subsidized 
under the present rates. 

(a) Based on the Postmaster General’s own figures for the fiscal year 1949, the 
post office’s costs for handling and transporting second-class mail averaged 3.31 
cents per piece. During this same period, the postage paid by this company 
was 4.93 cents per magazine. 

This compares with an average of 0.6 cent per copy received from all second- 
class matter, again using the Postmaster General’s own figures. 

In view of this, an increase of up to 100 percent on rates charged us would be 
unconscionable. 

The above relationship is true in general of all magazines carrying 50 percent 
or more of advertising, as ours do. 

(b) The proposed rates will result in some publishers paving considerably more 
than the post office’s costs of delivery while others will still be receiving substantial 
subsidies. We submit that this is discriminatory and forces some publishers to 
pay part of the distribution costs of others. 

5. All publishers sell their subscriptions in advance and at all times have on 
hand a large volume of unfulfilled subseriptions contracted for. In the case of 
this company, the backlog varies between 8,000,000 and 10,000,000 copies. 

Since these copies have already been paid for, any additional postage involved 
in their delivery must be borne by the publisher and cannot be shared with 
subscribers. 

6. In view of the above facts and considerations we recommend 

(a) That any rate increases presently enacted be limited to not more than 
3314 percent. 

(b) That in order to give the publisher time to adjust to higher postal rates 
and minimize the retroactive expense with which he will be burdened, any 
new rate increase should be installed through progressive increments over a 
period of not less than 3 years. We suggest a 10-percent increase in each of 
three successive vears. This will result in a total increase of 3314 percent 
beginning with the third year. 

Mr. Boartn. I will not dwell too much on certain of the points made 
in our brief of the digest. 

Specifically, as to the question of whether or not the post office is 
a service and not a business, we believe it definitely is a service to the 
people of the United States, particularly with respect to the thousands 
of post offices in sparsely settled areas, where it is necessary to keep 
the lines of communication open. 

I am not going to refer to the cost of franked mail or the airline 
subsidies or things like that, and subsidies to low circulation newspapers 
and fraternal, religious, and union publications, and so forth, because 
that is part of our traditional and historic policy. 

We do not find fault with that at all, and I guess this committee 
will hear pretty extensively on those points from others. 
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The Cuarrman. Is your organization in business for profit, or is it 
a nonprofit organization? 

Mr. Boetin. Yes, sir; we are in business for profit. We are not a 
nonprofit organization. 

I would like to dwell on two points principally. One is to clear up 
the misconceptions and misinformation that has been given out that 
magazines with a great deal of advertising are being subsidized by 
the Post Office Department, which, in the long run, means by the 
taxpayers of the country. 

| would like to show that this subsidy, if anything, is passed on to 
the readers in the form of a lower subscription rate than they can 
buy the copies for at the newsstands and that the magazines with a 
good proportion of advertising either pay their own way or more than 
pay their own way. 

Using the Postmaster General’s own figures for second-class mat- 
ter—and which, incidentally, I disagree with quite emphatically. 1 
think they are overstated by a good many millions of dollars, partic- 
ularly those figures that allocate a cost of approximately $240 million 
to the cost of handling second-class mail. 

The CHarrman. You do not hold yourself out as a postal expert; 
do you? 

Mr. Boatn. No, I do not. 

But I am an accountant and I know how figures are prepared. | 
happen to feel that these figures are prepared only on the horse and 
rabbit basis; that is, using an average of a horse and rabbit. 

But that is beside the point. Even using the Postmaster General's 
own figures, which compute the cost of handling per piece of second- 
class mail at 3.31 cents per piece, our records show that in 1950 we 
paid the Government $380,000 for carrying somewhat over 7 million 
pieces of mail—slightly over 7 million pieces of second-class matter. 

I do not have the exact figure right at hand, but it comes to an 
average of 4.93 cents per copy against the Postmaster General’s figure 
of 3.31. 

In other words, we pay more than 50-percent more than the Post- 
master General’s computation. 

Mr. Mituer. Mr. Chairman. 

The CuarrmMan. Mr. Miller. 

Mr. Mitier. What was the average weight of these pieces? 

Mr. Boarn. The average weight of a piece of our copy was about 
14s pounds. Even allowing for the fact that we were heavier than the 
average piece of second-class matter, we did pay considerably more 
than the average. 

Mr. Mititer. Would you say you paid, then, at the rate of about 
2 cents a pound? 

Mr. Boain. 1.3 pounds, it would be about a little better than 3 cents 
a pound; 3% cents. 

The CuHartrMan. State for the record what are the publications 
published by your organization. 

Mr. Boarn. Our publications are Vogue, House and Garden, 
Glamour, and the Vogue Pattern Book. 

I would like to show you, for example, referring to my point, that 
magazines with a large volume of advertising do pay their way and 
more than pay their way. 
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I would like to show you, for example, our March 1 issue of Vogue, 
which | have computed weighs 1 pound and 13 ounces. We pay a 
postal bill of just about $12,000 for that issue. We mailed 203,000 
copies and the percentage of advertising was 65 percent of the total 
number of pages in the book. That is an average of 6 cents per copy. 

The Cuatrman. What do you pay for sending out that publication 
to zones | and 2? 

Mr. Boain. | would have to compute that. I think it would be 
about 4 cents in zones 1 and 2. But I have computed it to include 
Dallas and Seattle, just taking those points, to show how much in 
excess of the average cost it is. 

The CHarrmMan. Let us see. Zones | and 2 are carried at the same 
rate for advertising matter as for reading matter, which is 1 cents a 
pound. 

Mr. Boain. Yes. 

The CHatrMan. How much does that particular issue weigh? 

Mr. Boain. One pound and thirteen ounces. 

The CuarrMan. That is less than 2 pounds. So you are not 
paying over 4 cents postage on a copy. 

Mr. Boatn. Nevertheless, the average is 6 cents for the entire 
country. 

The CuarrMan. That is based on your zone rate and upon your 
amount of advertising. 

Mr. Boarn. That is right. 

The CHarrMAN. What percentage of the content consists of 
advertising matter? 

Mr. Boarn. Sixty-five percent of this issue consists of advertising 
matter. 

I am just trying to show that where we have a large volume of 
advertising, or any magazine having that volume pays its way or 
more than pays its way. 

Mr. Miiiter. What is the cost of that magazine on the news- 
stand? 

Mr. Boarn. That magazine sells for 50 cents on the newsstand. 

Mr. Mitier. How long has it been in publication? 

Mr. Boarn. We have been publishing Vogue since 1909. 

Mr. Mitier. What did it sell for in 1909? 

Mr. Boarn. I believe it was about 25 cents. 

Mr. Mitier. You ought to be able to tell us; to get that informa- 
tion. 

Mr. Boarn. I can get that information. 

Mr. Minter. Were many magazines in 1909 selling for 25 cents? 

The Saturday Evening Post was selling for 5 cents. 

Mr. Boatn. That is right. 

Mr. Miuxer. Collier’s was selling for 5 cents. 

Mr. Boatn. That is right. 

Mr. Mitier. My memory is not quite so good back to 1909, 
because I was not interested in Vogue in those days. 

Mrs. Sr. Grorar. Mr. Chairman. 

The CuHarrMan. Mrs. St. George. 

Mrs. St. Georae. Mr. Chairman, I remember Vogue for a long 
time. I think I can say it did sell for 25 cents back there. 

Mr. Miuier. Now, vou cannot remember back to 1909. 

Mrs. Sv. Grorce. Oh, ves; I can. 














POSTAL RATE REVISION 149 


Mr. Bocry. | was with the company for almost 28 years now, but 
{ can speak from definite knowledge since my connection with the 
company. We have been selling for 35 cents at least from 1923, when 
I joined the company, until 1947, at which time we increased the rate 
to the present 50 cents. 

That has been the only rate increase in all that time. 

The CuarkMan. What is your annual subscription, by mail? 

Mr. Boatin. $7.50 per year for 20 copies. That is 37) cents per 
copy. 

The CHarrmMan. Do vou sell subseriptions for any period longer than 
1 vear? 

Mr. Boain. Yes, sir; we do. We sell for 2 vears, at $12.50. That 
is 40 copies, or, roughly, 31 cents per copy. For 3 years it is $15, or 
25 cents per copy. 

The CHarrmMan. You may proceed. 

Mr. Boatn. May I make the point, then, with your permission, 
that it costs us 6 cents to send this copy to a subscriber in Chicago; 
7% cents to a subscriber in Dallas, and 10% cents to a subscriber in 
Seattle. 

If this had been reading matter it would have cost us 2% cents per 
copy if it had been purely reading matter. 

Incidentally, that would have been the first and second zones. 

Of course, the Post Office Department knows that it costs no more 
to handle this copy as advertising matter than it costs to handle it as 
reading matter, but still we pay an average of 6 cents per copy. We 
are satisfied that that is so because we are satisfied that the adver- 
tising portion of the magazine carries the nonadvertising portion of the 
magazine. 

We pass that benefit on to the subscribers, as you have seen from 
our subscription lists. 

So that is the point I would like to make. 

I would like to make a comparable point with respect to House and 
Garden, even though it is to a lesser degree, because the advertising is 
somewhat less. There is 56 percent advertising in this March issue, 
and the average was 5% cents per copy for the United States. It ran 
from 4%; cents in Chicago to 7% cents in Seattle. 

The CHarrMaNn. Can you give us some data about the increase in 
your advertising rates over the last 20 years? 

Mr. Boetn. Back in 1930, roughly, we were charging for Vogue 
approximately $1,800 per page. We had a circulation of 180,000 per 
issue at that time. 

Today, with approximately 365,000 per issue, we are charging— 
and I am talking about black and white now; the color pages are some- 
what higher—we are charging $2,850 per page. In other words, we 
have doubled our circulation, but have increased our advertising rate 
only 50 percent; there, again, on an economic basis, because if we go 
too high we scare away our advertisers. 

If your question leads to the question as to whether advertising is 
profitable, I can assure you that it is, if we have enough of it. 

The CHatrMan. Has your advertising content been increasing grad- 
ually over the years? 

Mr. Boatn. No, sir. Well, there, again, we have had cyclical 
changes. We have had our good years up to 1929 and we have had 
our unsatisfactory years up to 1942, through 1942. 
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The CuHargmMan. Has there been any increase in advertising since 
1942 up to the present time? 

Mr. Boarn. As against 1942, I would say we are about equal. 

We doubled our advertising from 1942 to 1946, and since 1946 we 
have been on a declining scale. So that we have about half the adver- 
tising in 1950, and very likely will have in 1951, at the rate we are 
going, as we had in 1946. 

The CHarrmMan. Just about half? 

Mr. Bocin. Just about half of 1946. 

The CuHarrMan. | thought you said that it is now 65 percent adver- 
tising. 

Mr. Boary. In this issue, Mr. Chairman. 

But for the year we will carry about 1,700 or 1,800 pages of advertis- 
ing in Vogue, whereas in 1946, the peak year of our history, we had 
about 3,800 pages of advertising. This year we again expect to carry 
Vogue at about 1,700 or 1,800 pages. 

Again, if you are trying to determine whether we are crying about a 
rate increase, we are not; and I will come to that. 

The Cuarrman. You have been making a pretty good profit; have 
you not? 

Mr. Boain. Yes, sir; we are making a good profit. It is not as good 
as it used to be. It is not as good as we would like to have it. But I 
am not crying that a rate increase is not in order or not justified at this 
time. I am “simply trying to eradicate a misconception, or a mis- 
information which has been kicked around—that the taxpayers are 
subsidizing magazines with a great amount of advertising. 

I say from these figures that the Post Office Department is not 
subsidizing magazines with a great amount of advertising. 

That is all I am trying to bring out in this. 

The CHatrmMan. Do you believe that advertising content should 
pay a higher rate than reading matter? 

Mr. Boarn. It certainly should, and we are all for it, sir. 

The CHarrMan. You were before the committee on the previous 
rate bill, in the Eighty-first Congress, the bill being H. R. 2945, and 
you testified then that your company would have to pay taxes of 
around $2,000,000; is that not correct? 

Mr. Boary. In 1946 we paid $3,600,000. 

The CHarrMan. How about 1948? 

Mr. Boat. In 1948 it was $1,807,000; in 1950, $1,347,000. It has 
been on a declining scale because wages have been higher, paper prices 
have been higher, and the volume of advertising has diminished. 

I am not going into the philosophy of advertising, what it does to 
our economy, how important it is in maintaining the volume of busi- 
ness that is maintained in this country. 

The CuHarrMan. I suppose that generally publishers are paying 
more for labor and more for newsprint and that all your expenses have 
increased. 

But, at the same time, while your expenses have increased all along 
the line, do you not think there should be an adequate increase in the 
postal rates? 

Mr. Boatn. Yes, sir; I do believe there should be an adequate 
increase in the postal rates. And, if you are satisfied on that point, 
magazines with a high amount of advertising—not just in our case, 
but in general—magazines which carry a proportion of advertising 

















POSTAL RATE REVISION 151 


for the year running between 50 and 55 percent of the total content, 
at least pay their way, or slightly more than pay their way, even 
making allowance for the fact that they weigh heavier than the aver- 
age piece of second-class matter. 

The CuatrMan. How many pages did you say this issued of Vogue 
is? 

Mr. Boain. This issue has 238 pages, or 242 with the cover. 

The Cuarrman. You can send that a distance of 300 miles from 
vour place of mailing for 2% cents. 

Mr. Boain. That is right. 

The Cuarrman. In other words, you can send it at less than you 
can a first-class letter. 

Mr. Boatn. That is right. 

Of course, it does not get the handling the first-class mail receives. 

Mr. Mixxer. Do you not realize that magazines like this, this 
heavy material, mean that you have to cut down on areas of 
delivery routes and you have to have more men to deliver the mail; 
that the costs of the Post Office Department go up correspondingly 
on this type of mail? 

Mr. Boarn. I realize that; ves. 

Mr. Miter. I do not think anyone is against magazines or against 
magazine advertising. I think we are very happy to see you make a 
profit. 

Mr. Boatn. Thank you. 

Mr. Mituer. But there are some equities that come into this thing 
and we are confronted with a pretty big deficit. As far as I am con- 
cerned, we want to keep these increases within the proper relationship. 

Mr. Boarn. That is what we are interested in, too. That is what 
[ am here for, to keep the increases within the proper ratio. 

I will come to that. 

It seems to me that a 100-percent increase—that is, even with the 
Postmaster General’s recommendation of 50, 25, and 25—while it 
would not be ruinous, it would be pretty injurious to our business and 
undoubtedly to a lot of other businesses that are not as fortunately 
situated as ours. 

Mr. Anruso. May I ask a question, Mr. Chairman? 

The CHarrMan. Yes, sir. 

Mr. Anruso. Mr. Bogin, have you figured out what the 100-percent 
increase would amount to? 

Mr. Boain. Yes. It would amount to $380 thousand per vear in 
our case. 

Mr. Mitier. That is over a 3-year period. 

Mr. Boatn. Yes. Eventually it would be $380 thousand; that is 
right. 

My own personal position and the position of my associates at 
Conde Nast is that we abhor all subsidies. That is why I am so con- 
cerned about this thing, because we do not feel we are getting a sub- 
sidy and I do not feel anyone should get a subsidy. 

But I will not go into it. 

Mr. Miniter. What would you call this differential, then, between 
the cost of doing business for the Post Office Department and the 
size of this deficit? What would you eall it? 

Mr. Boarn. You take the total picture; the total deficit. 
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Mr. Miuurer. As you know, we can break down $160 million. We 
have all accepted that as going to certain things. 

We accept part of it in that theory. I believe we all subscribe to 
the thought that the post office is a service, should give a service, 
should render a service to the people, but then sooner or later you get 
to the place where you are still confronted with a big piece of money 
that goes out as against the money that comes in. What are you 
going to call it, then, if you do not call it a subsidy? 

Mr. Boarn. If you are referring to magazines that are in business 
for a profit—— 

Mr. Mixusr. I am referring specifically to Vogue magazine. 

Mr. Boarn. I am trying to prove it is not a subsidy in the case of 
“our magazine because we more than pay our way. Now, it may 
well be a subsidy to a great many. 

Mr. Minter. You say you pay your way. Some of us do not feel 
you pay your way. We have other information and we may not 
accept your theories on this thing that you pay your way. 

Mr. Boarn. In other words, it is a refutation of a statement that 
has been made by the Postmaster General. I am using his own figures 
of 3.31 cents per copy as the cost to carry, and I show that we pay 
more than 3.31. Not everybody is in that same fortunate position. 

Mr. Mititer. Do you pay more than 3.31 in the first two zones? 

Mr. Boatn. No, sir; we do not. 

Mr. Mruier. But what if you go into the tenth zone? Do you 
send all of your magazines by mail into the seventh zone, for instance, 
or do you ship some of them out to the coast, those that go to Seattle, 
and distribute them from other ports of entry out there? 

Mr. Boar. I chose Seattle because we definitely mail to Seattle 
from Greenwich. 

Mr. Mitier. How about San Francisco and Los Angeles? 

Mr. Boatn. We have additional entry in San Francisco, we have 
additional entry in St. Louis. So that we ship by freight up to a 
certain point and then by second-class. 

Mr. Mituer. How many additional points of entry then do you 
have? 

Mr. Bocgin. Just the two. There is Greenwich, Los Angeles, and 
San Francisco. 

Mr. Gross. Mr. Chairman. 

The Cuatrman. Mr. Gross. 

Mr. Gross. Did I understand the witness to say that this increase 
is justified because of the increase of advertising? 

Mr. Bocixn. No. I am going to take issue with the 100-percent 
increase, sir. I do not believe that a 100-percent increase is either 
justified or absorbable into the economics of the publishing business. 

Mr. Gross. Do you think the postal-rate increase bill can be based 
upon profit? 

Mr. Bocix. I think consideration of ability to pay should enter 
into it. 

Again, I am thinking in terms of the marginal publishers, who have 
every right to be in business, just as the more successful and the very 
successful publishers have a right to be in business. 

So, | am going to suggest that a rate increase be made, temperate to 
the ability ‘of those that are less fortunate in their ability to pay, 
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and Conde Nast Publications is not seeking to ride in on the fact that 
there are publishers who are less able to pay. 

But we recognize that you cannot have one rate for successful 
publishers and another rate for those who are not as fortunate as those 
who make a substantial amount of profit. 

Mr. Goipen. Mr. Chairman. 

The CuarrmMan. Mr. Golden. 

Mr. Goupen. I would like to ask the witness: If you should be 
correct that there is no loss in the Post Office Department by reason 
of the shipment through the mails of these heavy magazines, have you 
ascertained where this huge deficit is coming from? Could you give 
us any lead as to what is causing the $500 million loss to the Post 
Office Department every year? Is it not mainly on second-class mail? 

Mr. Boarn. The loss, as | understand it, on second-class mail, is 
computed at about $200 million; the balance is for other purposes, 

Mr. Goipen. About half? 

Mr. Boain. Yes. 

I would say the loss is on those magazines that do not have as sub- 
stantial a proportion of advertising as ours do; the fraternal maga- 
zines, the religious papers, union papers. I find no fault and take no 
issue with that. I think it is proper that our scheme of things should 
be such that these magazines do get the benefit of lower rates. 

Mr. Gotpen. Do you have any figures as to what the subsidy is on 
those classes of magazines you have mentioned? 

Mr. Boatn. I do not have them, but they will be presented here by 
the publishers association later in the week. 

Mrs. Sv. Georce. Mr. Chairman. 

The CuarrmMan. Mrs. St. George. 

Mrs. Sr. GeorGe. I would like to ask Mr. Bogin a question. 

You have an English edition of Vogue. Is that not correct—that is 
published over there? 

Mr. Boctn. Yes; we do. 

Mrs. St. GrorGe. I would like to ask you what the postal rates in 
England are, if you have them, on that magazine. 

Mr. Boarn. I am sorry, I cannot answer that. 

Mrs. St. GeorGe. The reason why I am asking you that question is 
that, of course, there is no postal deficit in England. 1 know that in 
many instances their rates are higher than ours, notably in air mail. 

| also know that in many instances their service is better than ours. 
I have a sister who has just come from England now, and she com- 
plains to me every day about one delivery in New York City, where 
they have three in London. 

I was just wondering what the differential would be in the cost of 
shipping these magazines over there or shipping them in this country. 
I think it would be an interesting thing to find out. 

Mr. Boain. I am sorry I cannot answer that, Mrs. St. George, but 
in England most of the distribution is over the newsstands, through 
the stationers’ stores. There is very little subscription mail, because, 
I imagine, the second-class rate must be very, very high, or prohibitive. 

Mrs. Sr. GeorGe. | imagine so, too. 

The CHarrMan. Mr. Rees. 

Mr. Regs. You indicated that your postage bill is how much, 
Mr. Bogin? 
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Mr. Boain. $380 thousand in 1950. 

Mr. Rees. What is the total cost of your operation? 

Mr. Boatn. Our sales were—— 

Mr. Rees. No; I want the whole thing. How much do you spend 
to run the Vogue magazine? I want to see what percentage of that 
is due to postage. 

Mr. Boatn. The $380,000 is for all our magazines, so I will have to 
give you figures of our gross sales. 

Our gross sales were $20,600,000. Our profit was $1,350,000. 
Those are in round figures. That means that our costs were $19,- 
000,000, if my mental arithmetic is correct. $380,000 of that, or 
exactly 2 percent of our total cost, is our postage bill. 

Mr. Rees. That is what I wanted to know. The cost of your 
operation, including postage, is 90 percent. Two percent is for 
postage. 

Mr. Boarn. That is correct, 2 percent of our total cost of operation. 

The CHarrmMan. You may proceed. 

Mr. Boarn. Two percent of $19,000,000 is $380,000. That is 
correct, 2 percent. 

Mr. Rees. So it is just 2 percent. 

Mr. Bocin. Now, comes the $64 answer, before you ask me, and 
that is: Aside from the fact that we have a backlog of subscriptions 
of about 8 or 10 million copies that we owe to subscribers that we 
would have to absorb, any rate increase on that, and aside from the 
fact, as I have mentioned, that a hundred-percent increase in our 
case certainly would be unconscionable and in other cases would 
be almost an impossible burden, for less fortunate publishers than 
we are to bear——— 

The Cuairman. Are you appearing for these less fortunate pub- 
lishers, or are you appearing for yourself here? Are you appearing 
for your own publication? 

Mr. Boatn. If IT make a recommendation J would like to make it 
with consideration for those who are less fortunate. Yes; that is 
what I would like to do. 

Mr. Rees. As far as you are concerned, you can get along all right 
with this proposal, can you? 

Mr. Boain. We would not go broke. I do not think it is a fair 
position for any businessman to take, that, “I can afford it and 
therefore the rest of the community should be able to afford it, too.”’ 

The CuHairnman. In other words, you are a very successful 
publisher? 

Mr. Boatn. We are a successful publisher; that is right. 

The Cratrman, All right, proceed. 

Mr. Boatn. So bearing our own situation in mind and the situation 
of others in mind, I would like to recommend an increase in the rate 
of 10 percent in the year for the next 3 years. That, in effect, would 
make an increase of 33}, percent in the present postage rates. 

The Cuatrman. How much revenue would that increase bring in? 

Mr. Boarn. Using the Postmaster General’s figures of $40,000,000 
for a hundred percent increase, that would bring in about $13,000,000 
of revenue in the third year, beginning the third year. 

The CuarrmMan. That is $4,000,000 a year. 

Mr. Boatin. That is right. 
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Mr. Miter. Suppose we reverse the operation that the Postmaster 
set up because you speak of these 10,000,000 copies you owe your 
subscribers, who are the people who have subscribed for 1 or 2 years. 

In your particular case, you do not accept subscriptions apparently 
beyond the 2-year limit at a premium, [ presume. Suppose we said 
we would charge you 25 percent this year, 25 percent next year, and 
then you would be in a position to accept the impact of the things 
that you know are coming, and then 50 percent the third year? 

Mr. Boarn. I will go back to what I said. 

Mr. Mixuer. That would give the less fortunate ones an oppor- 
tunity to know what was going to happen to them in the future, 
would it not? 

Mr. Bocin. No. In the marginal areas in which they operate 
they could never either absorb that or pass it on to their subscribers 
without suffering a terrific loss in circulation. 

Mr. Miuiier. What are these magazines in that marginal field that 
you are speaking of? 

Mr. Boatn. I do not have them at my fingertips. 

Mr. Miuuer. It would certainly not be the popular magazines 
that are on the market today, that you see on the newsstands, the 
pulps. They are doing a pretty good business. 

Mr. Boatn. That is right. That would not be true in that case. 

But just as we try to scale the price of meat and the price of groceries 
to the ability of the average citizen of the United States to pay, we 
have to consider that the average publisher of the United States 
represents the average citizen, too. They are not all profitable and 
successful. They are not all like Time, Life, or magazines like that. 

Mr. Mituer. But in the last 10 years the cost of your slick paper 
has gone up more than 2 percent of your cost of doing business, has 
it not? 

Mr. Boarn. On that point, we have had to find a substitute paper 
because the cost of our slick paper has gone up so high. 

Mr. Mivier. But you are paying more than 2 percent more for 
your paper than you paid 10 years ago. 

Mr. Bogrn. For the comparable grade of papers, of course. 

Mr. Mivuer. And your printing costs and all other costs have gone 
up more than $380,000. 

Mr. Boarn. Yes. 

Mr. Miuuer. As a matter of fact, that is a very small part of your 
cost of paper and cost of labor. 

Mr. Boary. Frankly, they have almost doubled. Both labor and 
the cost per pound of paper of comparable grade have almost doubled. 

If the Post Office had worked as a business, if it considered itself a 
business and then increased the rates each year, as the paper people do, 
or as the labor people do, and so forth, we now would have a hundred 
percent increase, an increase corresponding to other things. 

Mr. Miuier. But you would not feel it, would you? 

Mr. Boain. We would not feel it because it would be absorbed by 
the economy. 

Mr. Mituer. The Post Office Department has the authority to do 
that. Yet over the past 6 years this committee each year has seen you 
or other people come here and make this same plea, that you just 
cannot afford it. Is not that true? 
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Mr. Boarix. We cannot afford a hundred percent increase at one 
time. 

Mr. Miuuer. You are not getting it at one time; you are getting 
it on a 3-year basis. 

Mr. Boatn. Then I say we cannot afford a 50, a 25 and a 25 in- 
crease, within the period. It is a 2-year period really. It is 50 
percent in 1951, roughly, and 25 in 1952, and beginning with the 
beginning of 1953 it would be a hundred percent. So it is within a 
2-year period. 

Mr. Miuiuier. What did you think of the bill that this committee 
passed out last year? 

Mr. Boain. Was that about 45 percent? I do not recall the exact 
figure. 

Mr. Miter. In the report we tried to give notice, very widespread 
notice, that this was merely the beginning of the thing; that those 
people who use the mails for a profit should pay for their proportionate 
share and the thing should be examined continuously until we got 
to the right point. 

Do you subscribe to that theory? 

Mr. Boatn. If you can find a way of charging those who are in 
business for a profit a certain rate per pound and those who are in 
business not for profit——— 

Mr. Mitier. The magazines that you mentioned, the ones that 
get the exception, are the ones that are not in business for a profit; 
is not that true? 

Mr. Boatn. That is right. 

Mr. Mituer. They are the ones that we accept as being the ones 
that disseminate information and knowledge and are part of our 
democratic process. 

Mr. Gross. Mr. Chairman. 

The CuarrmMan. Mr. Gross. 

Mr. Gross. Mr. Bogin, do you consider the mail service as good 
now as it was a vear ago? 

Mr. Boarn. I do not think it is as good. We have more complaints 
of late delivery than ever before. There has been some slackening 
in the quality of the service. 

The CHarrMAN. Are you through with your statement now, Mr. 
Bogin? 

Mr. Boarn. Yes, sir; 1 am through with my statement. 

The CuHarrMAN. Are there any other questions by any members of 
the committee of the witness? 

Mr. Sapuak. Mr. Chairman. 

The CuarrMan. Mr. Sadlak. 

Mr. Sapiak. As I understand it, Mr. Bogin’s statement that he 
presented to the committee, the prepared statement, is to be incorpo- 
rated in the record; is not that so? 

The CuHairMan. That is correct. 

Mr. Saptak. May I ask one question, then, Mr. Chairman? 

Mr. Bogin, this morning it seems I have a great deal of mail, which 
I read prior to coming to the committee, from people who are shut-ins 
or are disabled in some way, who are complaining that a raise in the 
postage rates will prevent them from making some small money. 

Does your publication in any way have the shut-ins or disabled 
folks, who perhaps do business over the telephone or advertising in 
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local newspapers to obtain their subscriptions from people? Do you 
do business that way, and would they be affected by this increase? 

Mr. Boarn. Yes; we do to a small extent. We have some telephone 
agents. I think almost without exception they are widows who find 
that that is a way of enhancing their incomes. They stay at home, 
call up their friends, and gradually they widen their circle and get 
subscriptions in that way. 

I think they get 25 or 30 percent of the subscription rate. In other 
words, if they get $7.50 subscriptions, they get either 25 percent or 
30 percent, as their commission on that. It is not extensive in our 
case, but we do have, I think, 18 or 20 widows in different cities of the 
country doing just that, so they can make a living. 

Mr. Sapuak. In other words, it occupies their time and at the same 
time they make a few dollars. 

Mr. Boarn. That is right. 

The CuarrMan. Are there any other questions of the witness? 

Mr. Armsrronc. Mr. Chairman. 

The CHarrMan. Mr. Armstrong. 

Mr. Armstrona. I understood, Mr. Bogin, in your opening state- 
ment you challenged the Postmaster General’s figure of $240,000,000 
that he gave as the cost of handling the second-class mail. 

Could you give us your computation as to how much you think it 
does cost to handle the second-class mail? 

Mr. Boarn. No, sir; I cannot give you that computation. But I 
know that on the cost ascertainment basis, as it was compiled, it indi- 
cated, if [ remember correctly, the same unit cost of handling was 
applied to all classes of mail, whether first-class or second-class. 

Now, we know that it does not cost as much to handle second-class 
matter as it costs to handle first-class matter, or that the organization 
is set up basically to handle first-class matter more expeditiously in 
the pick-up, in the sorting, in the distribution, and so forth. 

For example, publishers have to sort their mail according to cities, 
States, and so forth—localities. They have to bag it, they have to 
deliver it to the post office, or to cars and so forth; whereas the indi- 
vidual sending out first-class mail just drops it at a mail box. Some- 
one has to pick it up; someone has to deliver it to the post office. It 
has to be sorted; it has to go bagged; it has to be delivered to the 
post-office cars, and so forth. 

Then, of course, at the point of destination it again gets preferential 
handling. 

Second-class mail gets far from that. The publisher absorbs a 
great deal of the cost initially, and then in the distribution, too. It 
comes second after the first-class matter has been distributed. 

Mr. ArmstronG. The point I was making is this: In your opinion, 
the $200,000,000 figure in the deficit is not a just charge against the 
second-class mail; is that correct? 

Mr. Boein. That is correct. 

Mr. ArmstronGc. But you do not have any idea as to the exact 
figure, do you? 

Mr. Boary. I would hesitate to make an estimate of the exact 
figure. 

The CuarrMan. Are there any other questions of the witness? 

Mr. Hagen. Mr. Chairman. 

The Cuarrman. Mr. Hagen. 














158 POSTAL RATE REVISION 


Mr. Haaen. In your opinion, if a raise is passed or approved by 
the Congress, would it be better for you and other publishers to have 
it all at one time, or to have it spread over a period of years? 

Mr. Boatn. No, sir; any substantial increase should be spread over 
a period of years. 

Mr. Hacen. Is that a general feeling among the publishers, do you 
think? 

Mr. Boarn. I believe it is. ‘They have now come down to a realiza- 
tion that that would be the best way to handle it. 

Mr. Rees. It is natural for them to want to divide the thing up and 
not put it on all at once. It is just a relief to do it that way. 

Mr. Boaetn. That is right. 

Mr. Hacen. That is what I thought, too. That is why I could 
not understand the Postmaster General’s statement, that he has 
indicated in the record, according to the record, that many other 
publishers would rather have the increase at one time. 

Mr. Boain. That is right, from a profit-and-loss standpoint, and 
from the point of ability to absorb. 

Mr. Hagen. If your magazines should have to increase the sub- 
scription rate because of the drastic increase in postage charges, of 
100 percent over a period of 3 years, you would have to add, then, on 
to your subscription rate? Is that a fair or proper statement to make? 

Mr. Boain. Yes, sir; we would have to add that on to our subscrip- 
tion rate. 

Mr. Hagen. That would be true of most publications of general 
distribution, would it? 

Mr. Boain. That is right. 

Mr. Haagen. Thén a subscriber who has to pay 50 cents more per 
year, or whatever the price might be, is less likely to take that pub- 
lication because of the increased cost than he would if it was at a 
lower rate or maintained at the same rate; is that right? 

Mr. Boain. That is right. There is bound to be some resistance 
to a price increase, because a magazine is something you can do 
without. It is not like meat or food. You can do without a 
magazine. 

And the subscriber naturally might subscribe to fewer magazines 
in order to economize. 

Mr. Haaen. In other words, it is good for the people of the country 
to read magazines and publications, but they can do without them? 

Mr. Boatn. That is right. 

Mr. Hagen. Then in reference to the shut-ins and the widows and 
the incapacitated, who do a business of taking subscriptions, their 
business would suffer materially if the rates on magazines were 
increased; is that not correct? 

Mr. Boarn. I think that is correct, because they try to get sub- 
scriptions from those who are less able to pay than, for example, 
subscribers to Vogue are. 

Mr. Hacen. Furthermore, would there not be a tendency to go to 
the newsstand distribution instead of by mail, and therefore shutting 
off a business for many people in the subscription business? 

Mr. Bocin. Now that you mention that, there would be a tendency 
to use alternative methods, too, because if it costs us 21 cents to mail 
a copy to Seattle, for instance, instead of 10% cents, we are going to 
find ways and means of getting it to Seattle at less than 21 cents. 

















POSTAL RATE REVISION 159 


The CHarrMan. You will probably make that an additional entry 
point and send it that way? 

Mr. Boat. Or some enterprising distribution service will get into 
business and we will find it is better to use that. 

Mr. Mriuver. In other words, the Post Office Department will make 
money on that. 

Mr. Boain. That is right. It is a case of the less they sell the better 
off the Post Office Department is. 

Mr. Mituer. This is one case where volume does not mean profit. 

Mr. Boatx. But they would lose the prestige of carrying Vogue 
magazine. 

Mr. Hacen. In the case of magazine subscriptions going up higher 
because of an increase in second-class rates, it might be desirable for 
the publisher to have a greater distribution among the newsstands of 
the country, because he would not have to pay the second-class rate; 
he could ship it by truck. Then it might happen that the newsstand 
price would be less than the subscription price. Is not that very true? 

In other words, if it costs 4 cents to distribute by mail, and 2 cents 
by truck or other means of transportation, you, as a good businessman 
and a smart publisher, will go into the newsstand distribution. That 
is one way of getting away from increased costs. 

I am not saving that may not be a good thing, because if the Post 
Office Department loses as much as it claims to lose on the distribution 
of your magazine, then maybe it is good for them and you, too, to get 
you out of the mails. 

But according to your own figures, you already pay a good per- 
centage of the cost. As a matter of fact, as | understand your report 
here, vour percentage of the postal bill that you pay is larger than the 
smaller average magazines of the country. 

Mr. Boatn. That is correct. 

Mr. Hacen. In other words, it is generally true that the larger 
magazines pay a bigger percentage of the postage cost than the smaller 
magazines do; is that right? 

Mr. Boatn. Those with more advertising. That is the whole point 
I was making, that it is because of the considerably higher rate on the 
advertising content. 

Those with a fair proportion of advertising—that is, from 50 per- 
cent and up, I believe—and that seems to be the turning point in our 
own figures, they more than pay the cost, as based on the Postmaster 
General’s estimates. 

Mr. Hagen. So that the publications with a large amount of 
advertising, a larger percentage of advertising, are, generally speaking, 
the larger volumes in size and weight; is that right? 

Mr. Boatn. That is right. 

Mr. Hagen. According to your figures and others we have heard 
in previous years on this same subject. you are now paving a bigger 
percentage of the postage costs than many other magazines are. 

In other words, you are the cream of the crop to the Post Office 
Department, you are the best sort of business. 

Do you see what I mean? 

Mr. Boain. That is right. 

Mr. Hacen. I have no brief for that, because you are in it to make 
money and you should pay a good part of the costs. 

Mr. Boatn. That is right. 
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Mr. Hagen. But I am trying to get at this point. If your increases 
are too drastic, say, a hundred percent over a period of 3 years, then 
you will get out of the mails and use your own distribution through 
newsstands or set up your own distribution organization in the 
metropolitan areas of the country—you and many other publications 
which have already indicated they would do so. 

In fact, some of your publications have already tried it out and 
have found it successful, by using your own distribution crews in each 
county and having 4 or 5 or 6 or 8 or 10 of the publications getting 
together and taking out your publication out of the mails to a great 
extent and leaving to the Post Office Department the part which is 
the skimmed milk, the poorer-paying business which goes through the 
mails over the fifth and eighth zones. 

Even if the increase would be 50 or 100 percent, it still would be a 
greater losing proposition for the Post Office Department than what 
you are giving them now in the over-all picture. Is that a fair 
statement? 

Mr. Boain. Yes, sir; that is a fact. 

Mr. HaGen. So the very group of people that we are trying to get 
at to pay a bigger part of the postage bill is the very group that will 
get out of the mails. Then who will carry the load? 

Then the Department will come back here because of the greater 
deficit they may have in the future and will want to increase the rates 
again. Then again it will go on those less able to pay and those we 
do not want to harm, or, at least, we do not want to have them carry 
too much of the load. 

Mr. Boarn. That is right. It is so essential to our society. 

Mr. Hagen. He is willing and anxious to pay part of the load. 

Mr. Rees. Well, not anxious, but willing. 

Mr. Boarn. Not anxious; willing. 

Thank you very much. 

Mr. Rees. You are willing to pay a part of it; is that correct? 

Mr. Boarn. If we have to we would pay all of it, but we do not 
like to pay all of it. 

The CHarrMANn. What do you pay a newsstand agent for selling 
your magazine? What percentage? 

Mr. Boatn. The newsstand agents—well, we distribute our entire 
output through the American News Co. They pay us 33 cents a 
copy. 

The CuHartrMAN. Do they get 17 cents? 

Mr. Boain. No. Iam talking about a 50-cent magazine. 

The CHarrmMan. Then I am saying they would get 17 cents. 

Mr. Boain. No. The American News Co. pays us 33 cents a 
copy. They sell it to the dealer; that is, the newsstand dealer from 
whom you get your copy. They sell it to him for 40 cents. He sells 
it for 50 cents. 

Mr. Mitxier. Then he makes 10 cents and they make 7 cents. 

The CHarrMan. The whole thing is 17 cents. 

Mr. Boatn. The spread between us and the consumer is 17 cents; 
that is right. 

Mr. Rees. But if you sell it to the individuals through the mail 
you get the 50 cents, less the postage. 

Mr. Boain. That is right, less postage, less wrapping, addressing, 
maintaining a list, and all those other factors that come in. 
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Mr. Mitier. You would take that for that extra 15 cents, would 
you not? 

Mr. Boarn. Oh, if we were to get 50 cents from the subscriber, 
sure we would take that. 

Mr. Mitier. You would take that on for a lot less than 50 cents. 

Mr. Boatiy. We certainly could, but it does cost us, I would say, 
somewhere around 80 cents per year to handle a subscriber’s name on 
the list. 

Mr. Miuuer. That is about how many issues? 

Mr. Boatn. Twenty issues. 

Mr. Mitxer. That is 4 cents per issue? 

Mr. Boarn. That is right. 

And there, again, we deliver the copies in bulk to the newstand, 
whereas here we have to wrap them and so forth. 

Mr. Ress. Of course, this postage bill is deducted from your costs 
before you pay the taxes. 

Mr. Boatn. That is right. So it would definitely be a transfer of 
50 percent of it from one pocket of Uncle Sam, to another pocket of 
Uncle Sam. 

The CuarrMan. Thank you very much, Mr. Bogin. 


STATEMENT OF HON. EDWIN ARTHUR HALL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


The CHaArRMAN. We now have our colleague, Representative 
Edwin Arthur Hall, with us this morning. 

We will be glad to hear from Representative Hall. 

Mr. Hauyi. Mr. Chairman and members of the Post Office and 
Civil Service Committee, I appreciate the opportunity to come before 
the committee and testify, to take the same position that I have for 
the past 3 years concerning at least one provision that you have in 
H. R. 2982, and that is the proposed doubling of the rate on the 
penny post card. 

I take the same opposition to that proposal this year as I have 
during the past 3 years. 

If you will recall, I think it was 3 years ago that this proposal 
originally appeared in your annual revenue-raising bill and it mysteri- 
ously and happily disappeared before it reached the House floor. 

I believe I am correct in recalling that last year the House passed 
a bill which authorized doubling the rate on the penny post card, 
and it is my understanding that it is proposed again this year. 

Happily, once more,.it disappeared in the Senate; it did not go 
any further. 

I hope that if there is a possibility of averting the passage of such 
a proposal this year, the House will see that it does not come about. 

I want to praise the members of this Post Office and Civil Service 
Committee because I think that you ladies and gentlemen have one 
of the toughest assignments that there is on the Hill, and that is to 
be compelled continually to consider increasing postal rates and to be 
charged with keeping the post office in running order. 

It seems paradoxical to me that there are those in our body politic 
who pick out the Post Office Department, the only Department of 
Government which even has a semblance of paying its own way, and 
barricade and bombard its operations in every way that they can, 
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while there are other departments of the Government which are 
further to the left and socialistic. Their functions I question being 
worth the taxpayers’ money yet they are let go practically unscathed, 
practically no spotlight of public exposure placed upon their activi- 
ties. They are made out simon pure and nobody seems to dare ques- 
tion their reasonableness and their right to operate. 

I know that you gentlemen and ladies are not concerned with the 
operation of other Government departments, but I simply cite some 
of those agencies because they are a total, a dead loss to the taxpayers. 
Yet the Post Office Department, which, as I say, is the only Depart- 
ment which even comes anywhere near balancing its own budget, 
seems to be on the griddle all the time from certain segments of the 
publie. 

Nevertheless, I am going to hold to the same position as I have 
right along. I am consistent in my opposition to the doubling of the 
penny post card, because | believe that it acts as a sales tax. Yes, 
a Federal sales tax, to the general public. 

I say that because we are coming into one of the most serious 
periods of our history, when practically every mother, wife, sweet- 
heart, relative of the men in the armed services—and, before this 
thing is over, will have a member from every family, who is going 
to be in military service of some kind and probably will be away 
from home—every one of those people is going to have to use the 
penny post card at one time or another to get his messages over. 

During World War II they were able to do this, and they could 
send as many post cards as they wished, or as they wanted to, or as 
they had need of. 

I believe that raising it to 2 cents is going to curtail the carrying 
of messages to the loved ones in the Armed Forces. It is going to 
hurt the general public, because I think it is an additional weight 
upon them. It is just like a tax on bread or on some of the vital 
foods and necessities of life. 

This is taking it out on the public when there are others who can 
and should be able to pay. 

That is my opposition to it. As I say, IT have maintained that 
position throughout the past 3 vears, ever since the proposal was 
originally br ought up. If I can take a little credit, I will say T may 
have been partly instrumental, at least, in keeping the question at 
bay as long as it was kept. I realize the raise is inevitable because 
the powers that be want it. I knew that sooner or later this question 
would be up again. 

I knew that eventually I would be defeated in taking the position 
that I have in the interests of the general public. 

Mr. Rees. Will you vield? 

Mr. Hatt. I will be glad to yield. 

Mr. Rees. With respect to postage for members of the Armed 
Forces, may I point out they were permitted to send their mail— 
and rightly so—without postage. 

Mr. Hatu. I did not refer to the members of the Armed Forces. 
IT was talking about the relatives. 

Mr. Rees. You mean the people writing to them. 

Mr. Hau. Yes, sir; the mothers, wives, sir. 

Mr. Rees. With respect to those in the Armed Forces who want 
to write home, I think it would be well to let them have the free postage 
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as far as that is concerned. But you are referring to those who write 
to the members of the Armed Forces. 

Mr. Hau. Yes. I was referring to the relatives of the men in the 
Armed Forces. I believe that it is a serious handicap to them, and I 
repeat: I think it has the same effect, in view of the fact that prac- 
tically all the general American public uses the penny post card, it 
has the same effect as a Federal sales tax, to which I am unalterably 
opposed. 

Mr. WituraMs. Mr. Chairman. 

The CHarrMan. Mr. Williams. 

Mr. Wixurams. Mr. Hall, is the only objection you have to this bill 
any advance in the price of the postal card? 

Mr. Haru. That is the chief objection, Mr. Williams. Last year 
I fought on the floor of the House some of the other proposals, but I 
do not intend to raise a hornets’ nest over anything but that one 
particular phase of it now. 

I am opposed to rasing the penny post card, doubling it, because 
it is a tremendous increase. It falls upon shoulders that are unable to 
defend themselves. They are not protected or represented by power- 
ful lobbies, or by powerful pressure groups, who can come] in and 
demand that this or that be taken off certain other charges in the 
postal service. Not that anyone could impress you people with any 
pressure, but, nevertheless, pressure groups do have considerable 
influence when they foment propaganda campaigns and so forth over 
the entire capital. 

The CHarrMAN. Are there any other questions of Representative 
Hall? 

Mr. Lesinskt. Mr. Chairman. 

The CHarrmMan. Mr. Lesinski. 

Mr. Lesinskt. Mr. Hall, do you claim that the folks back home 
send to the fellows in the Armed Forces penny post cards? 

Mr. Hau. That has been my experience, my observation. I know 
a lot of them write to me on a penny post card. 

Mr. Lestnski. I wholeheartedly disagree with you now, and always, 
because I found it to be untrue. I worked in a post office aboard ship 
and I found that ninety-nine and nine-tenths percent were cards or 
letters sent in a 3-cent envelope. 

Mr. Haux. I do not see how anybody could disagree with the 
statement that practically everybody at one time or another uses the 
penny post card, whether it goes to the Armed Forces or anywhere 
else. There are those who may be able to afford 2 or 3 cents; I do not 
know. 

But I believe this: that when you have a big family, when you have 
a lot of people with whom you correspond, when you have a mail 
volume, it makes a difference. 

And I will say that writing letters is the privilege of every American 
today. He has a right to correspond with his friends, with his 
relatives, with his people in the Armed Forces. 

I say that he at sometime or other, and quite often, uses a penny 
post card. I know I do. 

Mr. Lestnski. Well, quite often, but not as a rule. 

Mr. Hany. I would say yes, as a rule, by all means. 

Mr. Lesinskt. If you have a personal message to send out to an 
individual, a girl friend, would you use a penny post card? 
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Mr. Hau. I do not carry on amorous correspondence. 

Mr. Lestnskr. But 90 percent of the American people use it that 
way, do they not? 

Mr. Hat. I am not afraid to send my messages on a penny post 
card, as far as I go. And I think the average person who is sincere, 
who is not particularly concerned about his messages because he has 
nothing to hide, he is innocent, he is interested in sending a penny 
post card because it saves money. It saves 2 or 3 cents. 

I think that it is a mistake to deny the average citizen of this privi- 
ege. 

The Cuarrman. Mr. Lantaff, do vou have a question? 

Mr. Lanrarr. I was just wondering if Mr. Hall had any statistics 
available on the number of penny post cards sold during the war years 
as compared with last year. 

Mr. Hau. All I know is that I talked with representatives in my 
own post office, and they tell me that their volume was a great deal 
more during World War II than it has been. Now that we are coming 
into another period of military service, I think you are going to have 
more people in the Armed Forces today in this present conflagration 
than we did in World War II. And that is saying a lot, because a 
member from every family is going to be in this fracas; there is no 
question about it, before we get through. 

The CHarrMan. Let us not get too deeply into the war here. Let 
us get back to the penny post card. You are making a lot of predic- 
tions. There are more men in the Armed Forces now than we had in 
World War IT, even though we are not in all-out world war. 

Mr. Armstrona. Mr. Chairman. 

The CuyarrMan. Mr. Armstrong. 

Mr. Armstrona. Mr. Hall, as I understand it, your opposition to 
the increase in the rate of the penny post card is due to the fact that 
the increased cost would fall heaviest upon the poor, who are less able 
to pay; is that correct? 

Mr. Hatt. Yes, sir. 

Mr. Armstrona. Is it not a fact that all taxes are in some manner 
passed on to the ultimate consumers, most of whom are poor? 

Mr. Hatt. You are absolutely right. And I do not want to pass 
anything on to them that we can possibly avoid. 

The reason why I say that it corresponds to a general Federal sales 
tax is that it falls on practically all shoulders. I think it is a mistake, 
and if there is anything that the considered wisdom of this dis- 
tinguished committee can do to eliminate that item from the budget 
once more, I will be most grateful, as I am sure the great majority of 
the American people will be. 

Mr. Reams. Mr. Chairman. 

The CuarrMan. Mr. Reams. 

Mr. Reams. Mr. Hall, you made the statement that every American 
had the right to correspond with his friends through the mails. 

Mr. Haut. Yes. 

Mr. Reams. Do you think every American has the right to use the 
mails if it is at a loss to the general taxpayer? Does that right only 
go to the use of the mails if he pays his way? 

Mr. Hatu. Mr. Reams, I will go back to the Constitution of the 
United States. The Post Office Department is the oldest depart- 
ment in our entire Government. If you will read the Constitution 
you will find that one of the fundsmental functions of our Government 
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was to set up the Post Office Department. It promised that the 
general public could have a system of correspondence and communica- 
tion among themselves to safeguard their liberties and to make it 
generally convenient for them, and also to make for life, liberty, and 
the pursuit of happiness. 

Mr. Reams. Is that what it says, that the post office is to make for 
life, liberty, and the pursuit of happiness? I did not read it that way. 

Mr. Hautu. Without the feeling that a citizen is free to correspond 
briefly with his family and friends, I am positive he would soon 
conclude that his constitutional rights were in jeopardy. It is one of 
those God-given fundamental American privileges, I believe, sir, that 
we should guard and cherish with all the power at our command. 

Mr. Reams. And do you have figures as to what percentage of the 
post cards that are being used today commercially to send out rate 
bills and so forth, and what part are used by individuals for message 
service in the way that you have testified? 

Mr. Hau. Only this: that I think it is very safe to say that the 
use of the penny post card on the part of the rank and file of the people 
far outweighs the use of the penny post card by any other group, 
such as you referred to. 

Mr. Reams. The post office has given us figures which show that 
more than 90 percent of the Government postal cards used are used 
commercially today. 

Would that change your opinion on the matter? 

Mr. Haut. Frankly, sir, that does not change my opinion, because 
I am under great difficulty to believe, to be brought about to believe, 
that the figure is accurate. 

Mr. Hacen. Will the gentleman yield at that point? 

Mr. Reams. Yes. 

Mr. Hacen. Mr. Hall, the question was asked about postal cards, 
and that is true. But vou are also aware that the post card, which is 
a private mailing card is different, and the facts concerning the post 
card are quite different. 

I also} want to clear up the matter of the volume of the postal card. 
The Government has sold about 4 billion postal cards. 

Is that right, Mr. Wentzel? 

Mr. Wenrzex. About 3% billion; and a little less than a billion of 
the private mailing cards. The total is a little over 4 billion. 

Mr. HaGen. That represents approximately one-seventh of the 
total volume of first-class mail other than air mail. So it is quite a 
percentage. 

I just want to bear you out when you say that many people use 
the post card and postal card. 

Mr. Hauu. I appreciate that. 

Mr. Hacen. Of course, Mr. Williams asked a question about a 
postal card. I believe you answered him about post cards. When 
vou say post card and postal card, vou are talking about both of 
them, are you, generally? 

Mr. Hau. Yes, everything that is sent for a penny. 

I might say in connection with that that the very best proof that 
any of us could have that there is a tremendous possibility of lucrative 
increment and return to the Post Office Department is the very fact 
that they are trying to tap this new source; in other words, doubling 
this penny post card. 
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The Cuarrman. Mr. Reams. 

Mr. Reams. May I ask one more question now? 

Are you aware of the fact that during the years 1942, 1943, and 1944, 
that the sale of the Government postal card decreased considerably 
instead of increased? Would that have any effect on your argument 
with reference to corresponding with loved ones in the military service? 

Mr. Hau. Those are war years. 

What years did you say, sir? 

Mr. Reams. 1942, ’43, and ’44. The general postal receipts went 
up in first-class mail, but the sale of postal cards went down during 
those years. 

Would that have any effect in changing your argument with refer- 
ence to the correspondence? 

Mr. Hatt. I certainly would be the last man in the world to dispute 
your figures, Mr. Reams, because I know that they must have been 
given to you in good faith, and I know that you are using them in the 
same manner. It is just difficult, as I say, for me to believe that such 
is the case. 

While that may be true, from my observation and my experience, 
at least the mail that I receive, | have a tremendous amount of mail 
such as messages scrawled by pencil on the back of a penny post card. 
I know that those people, who are citizens of the United States and 
who take advantage of writing to their Congressmen, would probably 
not write as often as they do, if they could not make use of the penny 
post card. 

Of course, I welcome all that mail, and I know you do, too, be- 
cause it is a great advantage to all of us and it contributes to better 
government. 

Mr. Reams. Am I to understand you to put yourself on the basis of 
being on the legislative field of battle and that you think it should 
correspond to the men in the military service because the Congressmen 
receive a lot of l-cent postal cards? 

Mr. Hauu. I presume that in view of the fact that the Members of 
Congress reeeive large amounts of l-cent post cards, that men in the 
military service, the average citizen, certainly must receive a greater 
percentage of penny post cards. It is an invaluable way to send a 
message. 

Mr. Reams. Let me ask this one more question and then I will 
finish. 

On this matter of the constitutional argument, would you carry it 
so far as to say, then, that there should be no postal rate for first-class 
mail and that should be a general taxpayers’ burden? 

Mr. Hau. I do not quite understand what your question is. 

Mr. Reams. On the basis of constitutional right to correspond 
through the mail—which is not my proposition; it is yours, would you 
carry that so far as to say it is a constitutional right to people who 
cannot afford it should correspond free, so that the first-class postal 
rates would be borne by the general taxpayers, and there would be no 
postal charge at all for first-class? 

Mr. Hau. Of course, to get to your first premise there, it is not my 
contention; it is the contention that is embodied in the Constitution 
that we do have a right to correspond freely and to communicate 
among ourselves as citizens of this country. It is one of the few 
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countries in the world where uncensored mail still goes through, free 
expression of messages, and so forth, on the part of the general public. 

As to advocating that the poor man should have a frank, that, of 
course, is something that we would all have to give considerable 
thought to. We have already extended the frank to the men in the 
Armed Forces. ‘That is a matter of record. 

Mr. Mitier. Will the gentleman yield? 

Mr. Reams. Yes. 

Mr. Miuuer. As I understand it, in the early days of the Republic, 
a citizen could write to the President under the same system as we 
now frank. As a matter of fact, at Mount Vernen you see a lot of 
these letters addressed to George Washington. 

Would you be in favor of reinstalling that and letting the citizens 
write to their Congressmen free of charge? 

Mr. Hatu. My answer to that, Mr. Miller, would be that what was 
good enough in George Washington’s time, is good enough for us. 

Mr. Mixer. Mr. Hall, from time to time, in the discussion of the 
raising of the rates on the penny post card, the argument has been 
advanced here that the penny post card does a number of things. One 
thing is that the sale of it discriminates against private printers. 
There is an increment in there where the Government is suppl ving the 
cost of the card, along with the service that goes with the card. 

Would you be in favor of raising that cost of the post card by that 
increment to make sure that the physical card that is furnished is not 
furnished gratuitously to the person when he uses the service? 

Mr. Hauu. Mr. Miller, I should have to see figures broken down. 

Mr. Miturr. They cost 67 cents a thousand now, but it has been 
advanced here that the post card, in order to overcome this handicap 
and to drive business back to private industry and away from the 
Government Printing Office, that we should charge 2 cents for that 
postal card. I am talking about the Government postal card now. 

Mr. Hau. I used penny post cards to campaign with this last time. 

Mr. Miiuer. We all do. 

The CHarrMan. Are they Government cards, or the souvenir cards? 

Mr. Hauu. They were done by private printers. I found that 
they seemed to do a pretty reasonable job. 

Mr. Miuuer. I think they do a good job. 

I would like to point out to some of the people here who complain 
about raising postage rates a hundred percent, that I am for raising 
these cards to 2 cents. I do not agree with the gentleman’s argu- 
ment, and, therefore, am willing to increase my own costs when it 
comes to election time 100 percent. 

Mr. Hau. I suppose that we can be satisfied. 

Mr. Miuuer. I asked you about this increment now, because that 
has been the serious thing here and it has been advanced very seriously 
that we should charge 2 cents to get away from this tremendous piece 
of paper that the Government is furnishing with the printing, that 
if we did that, it would drive it away from the Government and into 
the hands of private printers, the small printers, in your communities; 
the printers who would get a crack at this, at some of this business if 
we charge 2 cents. 

Mr. Hatw. Is it not a case, Mr. Miller, that the printers very often 
take the penny post cards themselves and print whatever matter 
they have on those printed post cards? 
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Mr. Miuier. They do. 

This, of course, would allow them to buy the paper on the market, 
to print the card and sell it. They would make some money out of 
their printing, I assume. I do not know much about printing, that 
is, the printing business. 

Mr. Hagen could perhaps go into it in more detail. 

The CHairMan. Is that all now? 

Mr. Hacen. No. I have one more question or observation. 

The Cuarrman. All right. 

_ Mr. Hacen. Mr. Hall, during the war years, the reason for the drop 
in the postal card business, as was indicated, was because of the fact 
that during wartime there are certain restrictions on business and you 
do not do the normal type of business. Many items which are sold 
through the mails are not available, so it is quite logical that there is 
a drop in business. It has resulted in the post card and postal card 
business dropping off some, and it did drop off during the war years. 
That was the reason for it. : 

When and if depression comes—which it no doubt will someday— 
you will find that the postal card and post card business will greatly 
increase because the people cannot afford the 3 cents for first-class or 
6 cents for air mail, or whatever it may be. 

So that will explain the reason for the drop in the post card and 
postal card volume during the war years. 

Mr. Hau. I appreciate your observation there, Mr. Hagen. 

Mr. Hacen. Furthermore, during prosperous times, individuals are 
more likely to buy a 3 cent first-class stamp than a l-cent post card 
or a l-cent postal card, becaus ethey can afford it more. 

But now, with times a little more difficult, with expenses going up, 
people are going to worry about the pennies a little more. 

The Cuarrman. Is that all? 

Mr. Sapiaxk. Mr. Chairman, I have just one observation. 

I believe our stalwart and vigours defender of the area, primarily 
the triple cities, had in mind, in stating that a great many postal 
cards are used, that we have more people in the Armed Forces; that 
he had in mind those who are still in service on the domestic scene, 
in contrast to overseas, which is what I believe Mr. Lesinski had in 
mind, 

There the air mail has been used for more expeditious handling. 

Is that not so? 

Mr. Hau. That is very true. There is no question but that many 
of our personnel are right here in the country, and they are governed 
by the same regulations. 

Mr. Saptak. Thank you. 

The Cuarrman. Thank you, Mr. Hall. 

Mr. Haut. In conclusion, Mr. Chairman, I do want to tell you I 
appreciate the opportunity to come before you and have the chance 
to testify on behalf of the penny post card. I do hope you leave it 
as it is. 

The CuarrMan. Thank you, sir. 

The next witness is Mr. Godfrey Hammond, of Popular Science 
Publishing Co., Inc., New York City. 

Mr. Hammond. 
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STATEMENT OF GODFREY HAMMOND, PRESIDENT, POPULAR 
SCIENCE PUBLISHING CO., INC., NEW YORK, N. Y. 


Mr. Hammonp. I will try to make this as brief as I possibly can, 
gentlemen. 

First I would like to make one observation on Representative 
Hall’s remarks about the Post Office Department. 

Even before there was a Post Office Department, as we well know, 
the Revolution of 1776 was fostered through correspondence between 
the colonies. ‘There were committees in all of the leading centers of 
population. Such distinguished men as John Hancock, at one end 
of the line, and Patrick Henry, at the other end of Virginia, carried 
on their correspondence, some of which was private and some of which 
was public dissemination of information to taverns and other places 
in colonial days. 

I think that is germane to bringing this question back to the question 
of second-class matter. 

Magazines and newspapers and other publications enjoying the 
second-class rate are playing an important part in the social fabric of 
the United States of America. There is nothing that takes their place. 

Therefore, I think they should be considered as semipublic insti- 
tutions or activities, even though part of the publishing business has a 
profit motive included in its educational motive, which results from 
publishing successful magazines. 

Speaking of Popular Science Monthly and Outdoor Life, which are 
our two chief forms of our sources of income, I would like to illustrate 
what happens to small magazines when costs go up. I am not refer- 
ring to postal costs, because those costs have not gone up materially 
in recent years. 

But in 1943 we started a school edition of Popular Science Monthly. 

First, we have here our regular edition of Popular Science Monthly, 
and the other magazine, Outdoor Life, with which you are familiar. 
We do not have any magazines for Mrs. St. George, for the other side 
of the business. However, she may enjoy this. 

In 1943 we started this magazine, which was the editorial section of 
Popular Science Monthly, stripped of our regular advertising. We 
started it with the belief that it would be of valuable use in the high 
schools and to some degree in the colleges of America. 

We secured 113,000 circulations, which is a small circulation as 
national magazines go, and sold it for 12 cents a copy. 

At the end of the first year of publication, we had 113,000 average 
circulation, sold it for 12 cents a copy, and we made $28,000 that year. 
That is what we made on that operation. We carried that up to the 
point of 151,000 circulation in 1946 and we were getting 15 cents a 
copy, and despite the fact that we had raised our rates 25 percent and 
we have increased our circulation to 151,000, we lost money in opera- 
tions on that, because of rising costs. 

So to follow that story through, in 1948 we were forced, by rising 
costs, to raise the price to 20 cents a copy. At 20 cents a copy for this 
magazine, sold in the high schools of America, the sales resistance was 
so intense, so strong, that our circulation was cut back to an average 
of 80,000 readers. 
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So with that quantity of circulation and a 26-cent sale price for a 
magazine that cost us then 25 cents to make, we lost $38,000 and had 
to kill it. 

So, I emphasize that rising prices can put a man out of business, and 
there is one right in our own shop. 

Speaking for Popular Science Monthly and Outdoor Life, you 
have all heard the expression ‘‘The power to tax is the power to de- 
stroy.”’ 

This is not a tax bill we are discussing, but it is a revenue-raising 
bill to decrease the deficit of the Post Office Department. 

In our own case—I am going to try to confine this to the effect of 
the proposed bill on Popular Science Monthly and Outdoor Life— 
we have not enjoyed the benefits of inflation. The publishing industry 
has not enjoyed the benefits of inflation to the extent that you are led 
to believe from the financial pages of the New York Times that most 
businesses have been enjoying. We have not enjoyed the benefits 
that have been enjoyed by the manufacturers, who can operate, 
and do operate, on a cost-plus basis, where it does not make much 
difference what they pay for things because they pass the cost right 
along. 

We are victims of that because the increased costs of printing and 
the increased costs of the paper and the increased costs of everything 
else that goes into our magazines are passed right along to us. 

We can pass a certain amount of that, and have passed a certain 
amount of that, to our readers and our advertisers, but we are reach- 
ing the point where we cannot pass on any further costs. 

I have figures in the books which you have before you. I know 
your time is short. 

The CHarrMaNn. What is your position with the company? 

Mr. Hammonp. | am the president of Popular Science Publishing 
Co., which publishes these two magazines. 

The CHAtRMAN. You testified here 2 years ago about postal rates; 
did you not? 

Mr. Hammonp. Yes; I had that pleasure. 

The CHarrMan. You testified then that your salary was $50,000 
per year. Has your salary been reduced since that time? 

Mr. Hammonp. I am very glad you asked that question. I made 
my estimates for 1950—-— 

The CaatrMan. I just want to know your salary. 

Mr. Hammonp. | am giving it to you. It will be less than $25,000 
take-home pay. 

The CHarRMAN. What is your salary? That is what I am talking 
about now. I am not talking about take-home pay. 

Mr. Hammonp. The take-home pay is all I have to spend, sir. 

Mr. Rees. That is all we have to spend, also. 

Mr. Hammonp. $35,000 a year. 

The CuarrMan. You testified in 1949, I believe, that it was 
$50,000, and that it had been that for about 10 years. 

Mr. Hammonp. Well, it was not for 10 years. 

The CHatrMANn. When was your salary reduced? 

Mr. Hammonp. My total compensation from Popular Science 
Monthly and Outdoor Life was running in the neighborhood of 
$50,000, but not for the 10 preceding years. That was an incorrect 
statement. 
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Today it is running considerably less than that. And the “net net’’ 
of it, as I say, for a job which involves operating this company, I 
have to take home less than $25,000 a year; and, for a company the 
size of Popular Science Monthly, I think that is a very fair salary. 

The CHarrMan. You testified on page 393 of the hearings 2 years 
ago that your annual salary was $50,000. 

Mr. Hammonp. That is right, but it is less than that now. The 
“net net” of it, down to $25,000, with the increased taxes. 

And I think that all this discussion of salaries is outside of second- 
class rates. We ought to talk about take-home pay. because when 
they publish the salaries of people in the moving-picture business and 
public affairs they print great big salaries, and a man makes three or 
four or five hundred thousand dollars a year, because that is what he 
is worth in our economic set-up. He is worth a lot of money. 

But, if you take what he actually comes home with, it comes way 
down. 

Mr. Minter. Does that apply to the Congressmen and people in 
public life? 

Mr. Hammonp. I think your salaries are published. 

Mr. Miter. But we also pay income tax. 

Mr. Hammonp. I think that all salaries, when they are made public 
property—in the first place, I do not think they should be public 
property. 

But we digress. 

The Cuarrman. You do not think they should be public property? 

Mr. Hammonp. No; I do not think the salaries of individuals are 
public property. But it is in this present set-up. 

The CHarRMAN. Even though a corporation is engaged in public 
business? 

Mr. Hammonp. Well, do you mean privately owned corporations? 

The CuarrMan. Yes. 

Mr. Hammonp. No; I do not think it should be published. It is 
just one of the greatest invasions of the Constitution—lI cannot quote 
it—that we have. 

But shall we get on to the second-class rate? 

I am not trying to sell the Congress on that. 

Mr. Armstrrona. Mr. Chairman, I would like to ask a question 
there. 

The Cuarrman. Mr. Armstrong. 

Mr. Armsrrona. In your opinion, is this take- home pay of yours 
anywhere out of line with what is being paid to executives in com- 
parable business throughout this country? 

Mr. Hammonp. I do not know. I know that we operate a business 
that runs a gross of $6,500,000. I do not think the head of that 
business is overpaid when he receives a salary under $50,000, which 
nets him an income of less than $25,000. 

Mr. Armstronec. In other words, would you say it is about in line 
with the executive positions? 

Mr. Hammonp. I do not know what other people receive. | 
should judge it isin line. But, vou see, most of these corporations are 
privately owned; therefore, we do not even know what their profits 
are and so forth, in the publishing business. Only half of them are 
subject to SEC. 
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On the matter of the effect of these postal rates on our own maga- 
zines, | would like to bring out that our inflation does not benefit us, 
as witness the fact that even though our gross volume business has 
gone up 30 percent since 1946—I pick 1946 because of the first full 
year following the end of the war, and the end of the war marked a 
new era in the business life of America, including the publishing 
life—our profits have gone down. That increase in our volume 
business from $5,000,000 to $6,500,000 is a 30-percent increase. 

Despite that 30-percent increase, our profits have been going down, 
and that is due to the fact that our cost of paper, of printing, and all 
our other costs, have gone up far more than the 30 percent. 

We have raised our advertising rates in that period; we have raised 
our subscription rates, and we have reached the point where, in our 
judgment, our experience, we cannot raise our price for a magazine 
over the,25-cent price that we now charge, the $3 subscription price. 

From the way the advertising is shrinking, we are not in a position 
to raise the advertising rates in our magazines. 

Now, I am not speaking for the industry; I am trying to confine 
this to one particular magazine that has been successful in the past. 

Mr. Rees. How much have you increased your advertising rates 
in the last 10 years? 

Mr. Hammonp. In the last 10 years, I do not have the figures 
readily available, Mr. Rees, but I have the figures here for the post- 
war period, when we have had to meet these rising costs. They show 
that we increased our rate per page in 1946—that is the period when 
we had the peak—to $1,075 a page. 

Mr. Rees. How much of an increase is that on a percentage basis? 

Mr. Hammonp. We are now charging, in 1951, our present situa- 
tion, $1,300 a page, which is an increase in rate of 21 percent. 

The CuatrMan. What publication is that? 

Mr. Hammonp. That is on Popular Science Monthly. 

The CHarrMan. How much a page? 

Mr. Hammonp. We increased the net per page from $1,075 to 
$1,300, which is an increase of $226, or 21 percent. 

The CHarrMan. What did you get per page in 1949? 

Mr. Hammonp. In 1949? 

The CuarrMan. In the spring of 1949. 

Mr. Hammonp. We got $1,185. In 1950 it was $1,227. In 1951 
we are getting $1,301. That is an increase in 4 years of 21 percent. 

The point I wish to make in that connection is that in that period, 
while we were raising rates and the economy of the country was going 
up, our advertising was going down. 

The CuarrMAN. How much did you say you were getting for a page 
for Popular Science Monthly on March 23, 1949? 

Mr. Hammonp. Our net average rate per page was $1,185. 

The CuHarrMan. That was at that time? 

Mr. Hammonp. Yes. 

The Cuarrman. Mr. Hammond, you testified on that date, which 
is March 23, 1949, that the advertising rates in Popular Science 
Monthly have been increased from $1,075 a page in 1946 to $1,500 a 
page “today.” 

Mr. Hammonp. That is $1,500 before the 15-percent discount to 
the advertising agent. 

Mr. MiuiEer. Wait a minute. Are these all net? 
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Mr. Hammonp. These are all net. 

Mr. Miuier. Then, like your salary, we are talking about nets 
here and not gross; is that right? 

Mr. Hammonp. That is right. 

Mr. Miuuer. This is, indeed, confusing, and I think you are trying 
to deliberately make it so, sir. 

Mr. Hammonp. I beg to differ with you. 

Mr. Miuier. That would be a difference of opinion between you 
and me. Let us talk about, gross things. 

Mr. Hammonp. I do not have the gross figures here, but I have 
the comparative figures, which | think, after all, we want to get at. 
That is right; is it not? 

The fact is that we increased the rates from $1,075 average income 
per page in 1948. 

Mr. Mitzer. That is net; is it? 

Mr. Hammonp. We increased it to $1,301 net, which is an increase 
of 21 percent. 

Mr. Miuuer. Are these net figures? 

Mr. Hammonp. These are from the accounting department. 

You see, you have your rate card, the price at which you sell 
your advertising to advertisers, and you allow 15 percent, as you 
know, Mr. Miller, and this is an average for the whole year. 

The point 1 want to make at that point is that our number of 
pages in that period of advertising went down from 1,750 pages to 
1,330, or a reduction of 24 percent. So that, as our rates went up, 
our advertising went down, even though the economy of the country 
was going up. 

Mr. Rees. What did you get per page in 1940? 

Mr. Hammonp. In 1940, I do not have the figure in mind, Mr. Rees. 
I know it was less than this. 

Mr. Rees. About how much? 

Mr. Hammonp. It is hard to say, but I would guess about $800 
in 1940. 

If that figure goes into the record, that is a guess. 

Mr. Rees. Well, you should know if it is approximate. 

Mr. Hammonp. It is my recollection. Of course, that is 11 years 
ago and it is constantly changing. 

Mr. Miter. During this same period that the rates went up and 
your advertising pages went down, how was your circulation? 

Mr. Hammonp. The circulation was going up. 

The CHAIRMAN. Your subscription price went up, too. 

Mr. Hammonp. Our subscription price went up; yes. 

And, if you are referring to previous testimony, our subscription 
price today is at the top of $3 per year on both Popular Science 
Monthly and Outdoor Life. We went from $2.50 to $3 on OutdoorLife. 

Mr. Miter. Is that net or gross? 

Mr. Hammonp. That is what the subscriber pays for 1 year’s 
subscription. The net on it becomes involved in the cost of securing 
that subscription and, of course, that becomes an entirely different 
figure. 

But that is the comparative price of what the public pays for the 
subscription. 

The CnarrmMan. What percentage of your total cost consists of 
postal charges? 
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Mr. Hammonp. Against the whole income of the company, the 
increase, which would be in our case $100,000, when the whole increase 
took effect 

The CuarrmMan. You did not get my question. 

Mr. Hammonp. Let me get this clear. Our postal bill this year was 
$100,000 for Popular Science Monthly. When the full effect of the 
proposed rates is in effect, that would, of course, double it. That 
would be $200,000. 

That is a business expense. Therefore, coming back to your net 
net, that $100,000 would increase our cost of doing business. 

Your question was, What is that in relation to the total business? 

The CHarrMan. That is right. 

Mr. Hammonp. My point is that on these two magazines we are 
doing a business of $6,500,000. So it is negligible. 

Mr. Miller may have it figured out as to the percentage points, and 
I am not going to attempt to figure it, but what I would like to add 
to that is that that $100,000 increase is what we expect to make this 
year through increased paper costs and labor costs and decrease in 
advertising. 

In other words, it is tiny compared to a $6-million business, but 
compared to our profits expected this year, it would wipe them out. 

That is based on a lot of figures which I have here. 

Mr. Sapuak. Mr. Chairman. 

The Cuarrman. Mr. Sadlak. 

Mr. Saptak. Mr. Hammond, then, in the final analysis, you are 
opposing any increase whatsoever in the second-class rates; is that 
correct? 

Mr. Hammonp. No. I think that a nominal increase is in order, 
spread over several years. I think I said in my previous testimony, 
I do not think the publishers of this country can possibly pay the 
whole deficit of handling second-class matter, if we except this $200 
million. 

The CHarrMan. What do you call a nominal increase? ° 

Mr. Hammonp. I was thinking of it in relation to the figure I just 
used, that the indications are that we will make in the neighborhood 
of $100,000 this year, maybe a little more or less. 

But I would think of it in relation to that $100,000 and the fact 
that our postal bill is now $200,000. So I would come back with a 
figure of maybe 10 percent, 10 percent and 10 percent. 

Mr. Sapiak. Are you pretty much in agreement with Mr. Bogin’s 
proposal, then, Mr. Hammond? 

Mr. Hammonp. That is for magazines that are in the black. That 
seems to be something that can be absorbed there. 

As I said before, the power to tax is the power to destroy, and the 
power to raise rates is the power to destroy also. ‘That is the danger 
point. 

Mr. Saptak. Whatever increase would be made, if we ever get an 
approved act, would definitely be taken from the profits; is that it? 

Mr. HamMonp. As it stands now, it would have to be. 

The CHairMAN. You have a formal statement, have you not, Mr. 
Hammond? 

Mr. Hammonp. Yes. 

The CaatrMan. That will be included in the record. 

(The statement referred to is as follows:) 
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STATEMENT BY GODFREY HAMMOND, PRESIDENT OF PopuLAR SCIENCE PUBLISHING 
Co., In Re tHe Errect oN PopuLar ScIENCE MONTHLY AND Ovurpoor LIFE 
OF THE SECOND-CLAss PostaL RaTEeEs Proposep In H. R. 2982 


4 


FOREWORD 


In this statement on the effect of the proposed increase in second-class rates on 
Popular Science Monthiy and Outdoor Life, we will show— 

How a magazine with 151,000 circulation was killed by a 92 percent increase 
in costs. 

Inflation has not benefited Popular Science Monthly and Outdoor Life. 

How proposed increase in second-class rates will reduce Popular Science 
and Outdoor Life to a no-profit operation. 

Why we can’t get the income from readers or advertisers to meet the in- 
creased rates. 

The net effect on Popular Science Monthly and Outdoor Life of the proposed 
100 percent increase in second-class postal rates can be boiled down to these 
64 words: 

1. Reader resistance to increased prices shows we can’t increase the price of 
our magazines to readers. 

2. Shrinking advertising volume shows we can’t raise our advertising rates to 
the advertisers. 

3. Shrunken profits. On our $6,500,000 gross volume of business, our net 
profits of only $100,000, after taxes, would be literally wiped out by the proposed 
new postal rates which would cost us, after taxes, $100,000. 

The power to tax is the power to destroy. Although the postal bill is not a tax 
bill, the proposed increase in second-class rates is so drastic that it would cripple 
all publishers and destroy many publishers. 


HOW INCREASED COSTS KILLED ONE OF OUR MAGAZINES 


It can happen here. 

Before I show you the effect of the proposed postal rates on Popular Science 
Monthly and Outdoor Life, I’d like to make a quick demonstration of how, since 
the end of the war, one small magazine was put out of business by rising costs. 

In 1943 our company started a school edition of Popular Science Monthly. 
We believed it would be valuable to the high-school students of science and 
industrial arts for classroom use. 

To carry the value of our school edition to the greatest number of students, we 
made the price 12 cents a copy instead of the regular price, which was then 20 
cents a copy. At this price we expected to make a little money—or if we broke 
even, we would consider it a contribution we were making to American education. 

Here, in condensed form, is the history of our school magazine. 

Started in 1943, the school edition, at 12 cents a copy to the students, had an 
average sale in high schools the first year of 113,000 copies. Adding the circula- 
tion income to our advertising revenue, we made a profit in the first year of 
$28,000. It cost us 13 cents to manufacture and sell a copy. 

Four years later, 1946, we had increased our circulation to 151,000 and had 
increased our price to 15 cents a copy, but in spite of this 33-percent increase in 
sales and a 25-percent increase in price, we lost $45,000 on the operation. The 
cost to manufacture and sell a copy in 1946 was 19 cents. 

Two years later, 1948, in an effort to meet rising costs, we were forced to raise 
the price to students to 20 cents a copy. At a 20-cent price, the sales resistance 
was so great, our average sale shrank to 80,000, and we sustained a loss of $34,000. 
The cost to manufacture and sell a copy in 1948 was 25 cents. 

The cost to manufacture and sell a copy had risen in 6 years from 13 to 25 cents 
& copy, an increase of 92 percent. 

As obviously we couldn't continue to sell a magazine for 20 cents that cost 25 
cents to make and sell, and as there was too much sales resistance from advertisers 
to make up the difference, we had to kill our school edition of Popular Science 
Monthly. It was killed with the January 1949 issue. 


RISING COSTS CAN KILL MANY PUBLICATIONS 


As you see from the above example, it can happen here—that as I said in my 
opening remarks, rising costs can destroy magazines. 

When rising costs make price increases necessary to readers and advertisers, 
there comes a point of sales resistance where circulation shrinks and advertising 
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volume is reduced to the point where a magazine goes into the red and then it 
goes out of business. So a few hundred office workers and some thousands of 
highly skilled paper workers, ink makers, engineers, printers, transportation 
workers, and men and women in the distributing end of the publishing business 
are out of jobs. 

If a school edition had been the only property of our company, we would have 
been out of business, bankrupt, in 1949. 

What has happened to the Popular Science Monthly school edition can happen 
to many other magazines. 


THE EFFECT OF THE PROPOSED SECOND CLASS RATES ON POPULAR SCIENCE MONTHLY 
AND OUTDOOR LIFE 


With the end of the war in 1945, this country entered its present inflationary 
period. You see the effects of inflation every day in dividends paid by big 
corporations—and in the cost of living. Inflation benefited many industries but 
as figures that will be presented by other publishers will show, the publishing 
industry has not benefited by inflation. Quite the contrary. 

Here are the effects of inflation on Popular Science Monthly and Outdoor Life 
and the effects on our magazines if the proposed increase in second-class postal 
rates is put through. 

Popular Science Monthly and Outdoor Life are what are known as service 
magazines. Compared to other national magazines they would be considered as 
middle-size magazines. 

Popular Science Monthly has a circulation in excess of 1,000,000—60 percent 
newsstand, 40 percent subscription. 

Outdoor Life has a circulation of 750,000—40 percent newsstand, 60 percent 
subscription. 

These magazines are the backbone of the Popular Science Publishing Co. which, 
as a profitable publishing organization, has for 35 years created many thousands of 
jobs for workers in the forests, paper mills, ink factories, engraving plants, printing 
plants, transportation facilities, retail outlets, as well as the employees in our 
direct employ—those who do the creative work in our home and branch offices. 

Anything that affects the prosperity of the publishing business will have a 
far-reaching effect on workers in all parts of the country. 


OUR COSTS HAVE GONE UP FAR FASTER THAN SALES 


In 1946, the first year after the end of the war, we did a gross volume of business 
of approximately $5,000,000. In 1951 we anticipate doing a gross volume of 
approximately $6,500,000. This is an increase in our sales of $1,500,000 or 


30 percent. 

etnive this increase of 30 percent in dollar volume of business, instead of mak- 
ing a net profit of more than half a million dollars, as we did in 1946, our profits 
in 1951 will be in the neighborhood of a hundred thousand dollars. 

Or, put another way, whereas in recent years 4 to 5 cents out of every dollar 
taken in has been profit, this figure has been steadily shrinking to the point where 
in 1951 we will have only 1 cent for profit. 

Our serious situation has been created by steadily rising costs. 

While an increase of 30 percent in dollar volume has been secured since the 
war, our paper costs have been increased 90 percent, printing costs have been 
increased 31 percent, and all our other costs have gone up 23 percent. 

The net. result of this combination of increased dollar volume not going up 
nearly as fast as increased costs has been the shrinking of our profits on Popular 
Science Monthly and Outdoor Life from more than $500,000 in 1946 to less than 
$100,000 expected in 1951. And making $100,000 on a $6,500,000 gross volume 
of business is too narrow a margin for the safety of our employees and the skilled 
workers in trades dependent on our success. 


HOW PROPOSED INCREASES IN SECOND-CLASS POSTAL RATES WILL AFFECT US 


In 1950 it cost $117,000 for postage on Popular Science Monthly copies going 
to subscribers and $83,000 for Outdoor Life subscription copies. 

So our total bill for second-class postage in 1950 was $200,000. 

As we have to maintain a subscription list of about 450,000 on both of our 
magazines to equal competition for advertising, we expect our subscription lists 
to remain at their present size. 
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Applying the proposed second-class postal rates to our present subscription list 
will mean that we will be paying $400,000 a vear for a service that now costs us 
$200,000. 

As this added $200,000 cost is a business expense and figuring corporate taxes 
at 50 percent, this means our profits would be cut by $100,000 net. This in turn 
means that instead of making an annual profit of $100,000, we would just break 
even—and this on an annual dollar volume of $6,500,000. 


WHY WE CAN’T GET THE INCOME ELSEWHERE TO MEET INCREASED POSTAL RATES 


A magazine publisher has only three sources of income—newsstand buyers, 
subscribers, and advertisers. 

Raise price to newsstand buvers: Popular Science Monthly and Outdoor Life 
before the war sold for 15 cents a copy. Today the price is 25 cents a copy. 
Publishers of large-selling magazines who have tried to go over the 25-cent selling 
price have found that it cuts down their newsstand sales to the point where they 
are at a distinctive disadvantage competitively. The sales resistance of the 
newsstand-buying public is too strong. 

The law of diminishing returns works inexorably against us. Witness our own 
experience with our school edition where as we increased our price (from 12 to 
20 cents) we met with stiffening sales resistance; 113,000 copies sold in 1943 at 
12 cents, reached a peak sale of 151,000 in 1946 at 15 cents, and dropped to 
80,000 in 1948 at 20 cents. 

Raise subscription rates: We get as high a basic subscription price as a 25- 
cent newsstand price will permit—$3 a year for a 25-cents-a-month magazine. 
As our experience indicates we can’t raise our per copy price over 25 cents; we 
can’t raise our subscription price over $3 a year. 

Raise advertising rates: Again we meet the law of diminishing returns. We 
have steadily raised our advertising rates and here is cur history from our post- 
war advertising peak in 1948 on advertising lineage and rates: 


Popular Science Monthly 
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An increase in rate per page of $226 or 21 percent, and a decrease in volume of 
420 pages or 24 percent. 

As advertising rates go up, volume of advertising goes down. In 4 years, while 
our rates on Popular Science Monthly went up 21 percent, our number of advertis- 
ing pages went down 24 percent. 


Outdoor Life 





Rate per | Number of 


j 








page pages 
© CSR el ETA hea rete leah : ee Ls oe RD I i $1, 775 735 
1949. __ ivakcheudachoensabe : Seth LR aatad 3 6d Dapicedes dk Sabiadl 2,085 | 657 
. RE EE Ee A Se ea ee ke ee ye ee ee ee eee ee j 2, 072 675 
1951 (forecast) - _- - umes ER IRD ALR EIR 2, 167 613 


| 





An increase in rate per page of $392 or 22 percent, and a decrease in volume of 
121 pages or 17 percent. 

So again it is shown that an increase in advertising rates is followed by a re- 
duction in volume of advertising. Outdoor Life, in 4 years, increased its adver- 
tising rate 22 percent but its volume of advertising went down 17 percent. 
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IT IS GETTING TOUGHER TO GET ADVERTISING FOR POPULAR SCIENCB MONTHLY 
AND OUTDOOR LIFE 


The bulk of the advertising in Popular Science Monthly comes from schools 
selling home-study courses and from manufacturers of automobiles, tools, auto- 
motive accessories. Obviously, youngsters faced with the expectation of being 
called to military duty aren’t going to enroll in technical educational courses that 
take 1, 2, and 3 years to complete. 

Our other main source of advertising in Popular Science Monthly is from 
manufacturers of metal products. With the curtailment for civilian use of 
automobiles and other products made of metal, we are going to lose heavily in 
this classification of advertising. 

On Outdoor Life our chief source of advertising is firearms, ammunition, and 
fishing-tackle manufacturers. Here, again, we will suffer heavily in advertising 
with the curtailment in supplies of critical metals for civilian use. 


TO SUMMARIZE 


This statement has been deliberately confined to the effect of an increase in 
postal rates on Popular Science Monthly and Outdoor Life. 

To recapitulate: 

1. Reader resistance to increased prices, as shown by subscription and news- 
stand experience cited above, shows we can’t increase the price of our magazine 
to readers. 

2. Shrinking advertising volume, as quoted in figures in this statement, shows 
we can’t raise our advertising rate to the advertisers. 

3. Shrunken profits: On our $6,500,000 gross volume of business, our net 
profits of only $100,000, after taxes, would be literally wiped out by the proposed 
new postal rates which would cost us, after taxes, $100,000. 


The CHarrMAN. Are there any further questions? 

Thank you very much, Mr. Hammond. 

The next witness is Mr. Charles E. Sweet, of Capper Publications, 
Inc., of Topeka, Kans. 

Mr. Sweet. 


STATEMENT OF CHARLES E. SWEET, ON BEHALF OF CAPPER 
PUBLICATIONS, INC., TOPEKA, KANS. 


Mr. Sweer. You have a copy of this statement, and so I will not 
read it. 

The CuartrMan. It will go into the record at this point. 

(The statement referred to is as follows:) 


STATEMENT BY CHARLES E. Swept, REPRESENTING CAPPER PuBLICATIONS, INC., 
Topeka, Kans. 


Capper Publications, Ine., publishes the following farm papers, magazines, and 
newspapers using second-class mail: 

Capper’s Farmer: A monthly national farm magazine, 1,354,860 circulation, 
all by mail direct to the farmers except 856 copies. 

Kansas Farmer: A State farm paper for the State of Kansas with 120,077 cir- 
culation, all by mail direct to the subscribers. 

Missouri Ruralist: A State farm paper for the State of Missouri with 135,576 
circulation, all by mail direct to the subscribers. 

Household magazine: A national monthly home-service magazine for the people 
living in the smaller cities and towns of the United States with 2,090,551 circula- 
tion, all direct by mail to the subscribers except 681 copies. 

Capper’s Weekly: A weekly rural newspaper circulating principally in six 
Midwestern States with 436,251 circulation, all by mail direct to the subscribers. 

Topeka Daily Capital: With over 60,000 circulation, of which approximately 
26,000 are delivered by mail to subscribers in the State of Kansas. 

Kansas City Kansan: With more than 29,000 circulation of which only approxi- 
mately 400 are delivered by mail. 
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The company is also the majority owner of Capper-Harman-Slocum, Inc., which 
publishes three State farm papers at Cleveland, Ohio, for the States of Michigan, 
Ohio, and Pennsylvania. These publications are: 

Ohio Farmer: 153,327 circulation, all by mail. 

Pennsylvania Farmer: 147,680 circulation, all by mail. 

Michigan Farmer: 142,057 circulation, all by mail. 

In considering H. R. 2982 it is not our contention that there should be no change 
in postal rates. It is very emphatically our contention that H. R. 2982 presents 
rates which are unreasonable, unrealistic from any standpoint of business procedure, 
and which would be disastrous to great segments of the publishing industry. Such 
disaster would be extremely harmful to our entire economy both for defense and 
for civilian economy. 

It is no defense of this bill to state—as was stated to the writer by a Congress- 
man—that publishers should have accepted a postage increase bill 3 or 4 vears ago. 
The historical record of facts is that, for reasons which they considered good and 
sufficient, the Congressmen did not enact such bills into law. The fact that 
bills were not then enacted into law despite the convictions of some Members of 
Congress is not a justification for enacting now a bill which wouldin effect combine 
into one move all increases which might have been justified over the period of 
these years. 

For farm publications which are distributed and must be distributed almost 
100 percent by mail, or for magazines which are distributed in small-population 
centers where newsstand distribution is not feasible, the matter of second-class 
postage is an item of major expense. A sudden increase of 50 percent is almost 
as disastrous as would be a sudden increase of 50 percent in the price of paper or 
the price of labor. 

The Capper publications in Topeka (not including the three farm papers pub- 
lished in Cleveland or the daily newspaper in Kansas City, Kans.) paid in second- 
class postage last vear $522,500. An increase of 50 percent in second-class 
postage the first year on the same number and weight of publications would cost 
an additional $261,250. This is far more than the gross profit before income taxes 
last vear. 

Now for publications of our type the only methods to meet such overwhelming 
disaster would be— 

(1) To raise advertising rates. We do not say that these cannot be raised, but 
we do point out very definitely that there are practical limits by which advertising 
may be raised in view of competition; frozen prices of products and in many 
lines smaller production due to the war effort both of which mean frozen or de- 
creased advertising budgets. In short, any raise in rates sufficient to meet 
postage increases of as much as $261,250 on our size of operation very probably 
would result in less total revenue and not more total revenue. 

(2) Cutting every cost as drastically as possible. Here it is not within our 
control to cut the major costs of paper or labor. We can if necessary cut people 
off the payroll; reduce or eliminate the advertising we do in trade publications and 
by direct mail; reduce our participation in all types of public enterprises, charities, 
etc. In short, take every means which any business would do to save itself. 
Without denying that postal rates might need to be increased—but on a realistic 
basis where the publisher had time to adjust—it is our contention that no repre- 
sentation has been made for the type of publications we represent which gives a 
basic picture of the operation, and that we are being asked to make up deficits 
which we did not cause in any major way. 

I should like to present the case history of just one State farm paper. Kansas 
Farmer is a typical State farm paper devoted to the agricultural interests of its 
State. It is published twice a month or 24 issues per year. Nearly all of its 
120,000 circulation is within the State and goes to farmers. While part of the 
advertising in this publication comes from large manufacturers of tractors, farm 
implements, farm machinery, fertilizer companies, seed companies, food pro- 
cessors, etc.; it is also true that in 1950 there were 442 different Kansas breeders 
of purebred livestock who advertised in the paper and 88 different Kansas man- 
ufacturers who advertised in the paper. Many of these we have seen grow and 
have nurtured from small concerns until they have become prosperous concerns 
employing many people and paying considerable taxes. I can also say that 
this paper is a medium by which the Kansas State Agricultural College, experi- 
ment stations, the Kansas State Board of Agriculture, and the Kansas State 
Fair (run by the Kansas State Board of Agriculture) get their information before 
the farmers of Kansas in a mass way. The same is true for the United States 
Department of Agriculture. 
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In short, there can be no denying that this publication contributes very dis- 
tinctly and directly to the farmers of its State; to the industry of its State; to 
the State and Federal institutions and departments which are concerned with 
the agriculture of its State—a State which among other things supplies nearly 
25 percent of the wheat raised in this Nation. 

Now let’s examine this publication’s second-class postage business—and make 
some comparisons: 

1. Its average issue in 1950 weighed 3 ounces per copy. (It is printed on 
what might be called a good grade of newsprint.) 

2. Over 85 percent of its circulation is addressed and wrapped in bundles by 
rural routes for each post office. Such a bundle is never opened until received 
by the R. F. D. carrier. 

3. The bundles are placed in mail sacks, which are train-routed, and these 
sacks go direct by their trains to the post offices. 

4. The sacks are taken directly from our plant to the trains. Only about one 
sack od issue goes to our local postoffice. 

5. There are 24 issues per year, so that only on 24 days out of more than 300 
per year that he normally drives his route is any R. F. D. carrier handling and 
delivering any Kansas Farmers as part of his day’s work. 

6. Kansas Farmer’s present second-class postage bill is about $10,000 per 
year. Its per-copy postage is not great, but is 3% times the minimum which 
H. R. 2982 would set up as a minimum. This minimum is presumably set up 
as an increase. We submit that the work done by the Post Office Department 
in delivering this publication is pretty close to a minimum to get the job done. 

But now let’s make a comparison: In Kansas there are more than 300 weekly 
newspapers with most of their circulation being on the free-in-county basis. We 
have been quoted recently, by their association, a figure of 415,000 combined 
circulation. Some are actually twice-a-week publications, but we ignore that 
figure as it would probably offset their out-of-county circulation. So, if all these 
came out on one day (as does Kansas Farmer) the R. F. D. carriers and post- 
office clerks would presumably handle the papers 52 days a year (instead of 24 
days a year) and would deliver some 21,585,000 copies per year instead of 2,- 
694,000 copies of Kansas Farmer. 

If R. F. D. service is a big-class operation, and if second-tlass mail is such a 
big part of that operation as have been alleged, just which of these publishing 
operations is the more responsible for the loss? 

We make this comparison not in order to take any gratuitous slap at counry 
weekly newspapers but simply to point out that it is grossly unfair to ask us 
either to make up the loss on the whole operation or even to make up our share 
of the loss and do nothing whatever about any mail users contributing more 
heavily to the loss. 

But doing everything in our power to take work off the post office is not con- 
fined merely to second-class mail. In the mailing department of Capper Publica- 
tions (advertising for all our magazines) we installed about 1 vear ago a postage 
meter to handle our first-class mail and some third-class mail. This meter is 
currently using about $1,000 per month in postage (which is only a fraction of 
that used by the meters in the main building). But this meter means $12,000 a 
year in stamps which the Government doesn’t print; it means less handling in the 
post office and it means we pay an additional charge in meter rentals to improve 
the service. In short, we don’t fight the postal service; we work with it, and 
within our means do everything we can do to help its economical operation. 

It has been pointed out time and again that something like 30,000 of the post 
offices cannot possibly pay their own way; that R. F. D. routes cannot possibly 
pay their own way; that the mail service in these United States operates as a 
direct service to nearly 100 percent of the people; that its gross deficit even at 
present levels is far less than the amounts of tax money appropriated to finance 
service departments ‘for the public good”’ which directly affect only segments of 
the population. 

You gentlemen are in much better position than I to answer the question: Just 
who is complaining about the post-office deficit. I travel quite a bit in most all 
parts of the country, and I talk with farmers and with businessmen. I have 
never vet heard the post-office deficit brought up as a subject of a ‘“‘grouse’’ about 
Washington. I have heard agricultural subsidies discussed time and again. I 
have heard dams and conservation damned up one side and down the other. I 
have heard military spending and the social programs cussed and discussed in all 
walks of life, but the only kicks I have heard about the postal service or its costs 
were mild protests when city deliveries of mail dropped from two a day to one a 
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day—and the slowness of the mail. So, I feel that it is an entirely fair and perti- 
nent question to ask: Just who is complaining about the post-office deficit? 

In conclusion, no answer to that question denies my opening remark that “‘it 
is not our contention that there should be no change in postal rates.’’ It is quite 
true that our costs for labor, for paper, and for salaries have increased heavily 
since World War II. But I should like to point out that no labor union, and no 
paper maker, ever came in and demanded 50-percent increase the first year, 25 
percent the second year, and another 25 percent at the end of a 2-year period, so 
that starting the third year the cost was just doubled over that of 25 months before. 

There is in all business, whether private or public, a very legitimate meaning of 
the phrase ‘‘what the traffic will bear.’’ I believe that there is such a figure for 
an increase in postal rates for second-class matter, and I do not believe it is any 
50 percent. As to trying to set any increase beyond a second step, I see nothing 
to indicate that anybody can foretell either business conditions or degrees of infla- 
tion 3 or 4 vears hence. 

Mr. Sweet. I should like to call attention to one or two points in 
the formal statement. 

First, on page 1 is a list of the publications that I represent. 

The CHarrman. How many of them are there all together? 

Mr. Sweer. | believe there are eight in Topeka, and three in 
Cleveland. The net of that is that those represent more than 4,600,000 
circulation. 

The second item, Capper’s Farmer, there are only 856 copies that 
do not go by mail. 

- the fifth item, Household Magazine, 681 copies do not go by 
mail. 

In the case of the Kansas City Kansan, you will note that there are 
only 400 delivered by mail. 

So it is an absolutely negligible factor in this discussion. 

The Cuatrman. Is that Kansas City Kansan a daily newspaper? 

Mr. Sweet. It is a daily newspaper. 

The Cuarrman. The Capper’s Farmer is a monthly; 1s that right? 

Mr. Sweet. It is a monthly farm magazine. 

In other words, we are completely dependent upon the mailing 
service. Due to the nature of it, outside of those two daily news- 
papers, due to the nature of the magazines being farm publications 
and one small-town publication, we have no avenue to which to turn 
from the mail service. 

The next statement to which I would like to call your attention 
is right under those stars, where I say that it is not our intention 
that there should be no change in postal rates. 

I am sure that all of you can read this in full, as you see fit, but if 
you will turn over the second page, I should like to point out, with 
reference to the third paragraph, that our second-class postage for 
the publications we have in Topeka, as of last year, was $522,500, 
a few dollars more than that. 

Therefore, if we had an increase of 50 percent, it would be $261,250, 
which is far more than the gross profit from these publications for 
the year 1950. 

The Cuatrrman. What was the gross profit in 1950? 

Mr. Sweet. Sir, I cannot give you an exact figure on that except 
to say that it is less than 10 percent of that figure of $261,000. 

I should like to point out that in 1947 we probably had our best 
year of profit. In 1948 that was cut in half. In 1949 that was cut 
approximately in half again, and in 1950 it practically disappeared. 

Mr. Ress. Is that for all of the papers? 
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Mr. Sweer. That is for all of the papers, Mr. Rees, all of the papers 
in Topeka. 

The CuHarrmMan. Does that include the two newspapers as well as 
the magazines? 

Mr. Sweet. That is right, sir. I do not mean that each and every 
publication had the same profit record each year. 

Mr. Reams. May I ask a question? 

The CuatrMan. Mr. Reams. 

Mr. Reams. Did some of them run very definitely in the red? 

Mr. Sweet. Yes, sir. 

Mr. Reams. Was there a loss on some that you are building up, 
that others had to carry? 

Mr. Sweet. I think that is a fair statement; that is correct. 

Is that all, sir? 

Mr. Reams. That is all. Thank you. 

Mr. Sweer. Now, we have only two methods in this field by which 
to get on. One is to raise advertising rates. We do not say that 
cannot be done. In fact, we believe it can be done, but it must be 
done certainly on a realistic basis. We do not believe that we can 
possibly, under present conditions, raise advertising rates to make 
up a $261,000 deficit in the first year. There are several things that 
enter into raising advertising rates. 

First of all, naturally, there is competition. The second thing is 
what the advertising situation is. Well, right now, it is on a decline, 
due very largely to the war effort, with a lot of big companies going 
into the war business, and canceling out on certain of their contracts. 

Some of them are definitely, of course, limited in that because it 
shortens down their advertising appropr iation. 

We do not sy that we cannot raise rates. We do say that if we 
raise rates very drastically we are just morally certain that instead of 
getting more money we will be getting less. 

The other w ay to do it is to cut costs, and that is to do anything 
that any businessman w ould do. A lot of that means that since our 
hands are tied on paper prices and union labor costs, it means we 
just have to cut off people and activities. 

I am going to run very hastily through page 3, because I want to 
give you a little picture of what happens in second-class postage, so 
far as there is an opportunity to make a direct comparison here. 

Here is the Kansas Farmer, which, as Mr. Rees knows, is in his 
home State, and that all the farmers read it, and that is a State farm 
paper. I made a statement about it, as to what it did. 

Mr. Rees. The Kansas Farmer does not lose any money, does it? 

Mr. Sweer. No; it is not losing any money now, sir. It is making 
a lot of money. 

Mr. Rees. The farmer is doing all right, too. 

Mr. Sweet. He is doing very well. 

Here is the way the paper gets into the mail: First of all, it is not 
a plush paper. It seems that in my test figure here I am like one of 
our State legislators the other day, who got to talking about the 
“fat cats’ of the country club, and I am like the fat cats of the country 
club when I am bringing this figure in these hearings. 

The CuarrMan. Do you have copies of your various publications 
with you? 
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Mr. Sweet. No, sir; I do not. 

This Kansas Farmer weighs an average of 3 ounces. That is the 
average issue in 1950. Over 85 percent of that is all addressed and 
wrapped for RFD routing right in our office. These bundles are put 
in the mail sacks. The mail sacks are taken directly to the cars and 
the trains go out of there. 

In other words, there is one handling in Topeka before those go on 
mail cars. When they go to the small-town post office, a bundle goes 
to an RFD carrier before any copy is broken open and handled. The 
RFD carrier takes it out. 

We have 24 issues a year, so it is 24 days a year that the RFD 
carriers handle that. 

I might say that the RFD carriers go out on Sunday. They carry 
a lot of mail of all kinds. 

We do not pay much postage on that. Very frankly, we do not. 
It is very light paper. There is not a lot of it. The postage bill is 
about $10,000 a year, and that, I might just point out, is about three 
and a third of the minimum proposed in this bill. 

The CuarrMan. How much is that on each copy? 

Mr. Sweer. As near as I can quote you, it is practically four-tenths 
of 1 cent per issue, per copy. 

The CHarrMan. That is less than a half cent. 

Mr. Sweer. That is right, sir. 

Mr. Rees. And what is the subscription price? 

Mr. Sweer. One dollar a year. 

Mr. Ress. I had forgotten. It is a good magazine. I take it. 
But I did not know I was getting it that cheaply through the mail, 

Mr. Sweer. You are probably getting it 3 years for $2, sir. 

Mr. Rees. That is right. 

Mr. Sweer. The only point I am trying to make here—and I am 
not trying to make it as a slap at anybody—but I want to point out 
that there is sometimes such a thing as what you feel is fairness as 
to how the rates are adjusted. In the State there are over 300 
weekly newspapers, most of which are on a free-in-county basis. 

We do not know how much they have in circulation, but, as was 
quoted by their association to us, it is 415,000 weekly. 

The whole point of that is that that is 52 times a year, and that 
they handle 21,585,000, while they handled 2,694,000 in the year on 
Kansas Farmer. 

If RFC is a big loss—and I have been given to understand that it 
is a big loss—and also the second-class postage is a very considerable 
part of our RFD costs, I just want to ask you: As between these two 
operations right here in one State, in one small segment of this whole 
thing, who is causing the bigger share of the loss? 

But we are asked to pay quite a lot more money. The other 
fellows have to pay nothing whatever. 

On the next page there is a question which I ask. I believe it is 
pertinent, and I certainly do not mean it to be impertinent, 

But I ask: Just who is complaining about the post-office deficit? 

Now, there seems to me to be a terrific stir and a great deal said 
about the post-office deficit, and I am not saying that there should be 
such a deficit. I am merely pointing out that there seems to be a 
terrific amount of agitation here about the post-office deficit. 
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But as I go about the country and talk to people, I do not find any 
question about the post-office deficit. I hear about every other thing 
concerning Washington, but I do not hear people complaining about 
the post-office deficit. 

The only thing I have heard is: Why is the mail delivered only 
once a day? Then they ask, ‘‘Why is it so slow?” 

I think that is somewhat pertinent in consideration of what was 
said here before, that there are a lot of service departments which do 
not cover all of the United States. The Post Office Department cer- 
tainly comes nearer to serving one hundred percent of the people 
than any other department. 

And if you say that we are the ones who are complaining, I am not 
trying to deny in any way our contention or our statement that there 
should be no change in postal rates. 

Frankly, we think there should be. But we do believe that it must 
be made on the basis where at least a great segment of the publishing 
industry—and a great segment of the publishing industry is not the 
Curtiss publications, Time and Life, the New York Times, the Chicago 
Tribune—but I believe it is in the smaller brackets that we have to 
take a stand as to what they can bear. 

We do that in everything else. Apparently we are right now trying 
to set the price of meat, groceries, and everything else at a level to 
meet the abilities of not the richest people, not the most successful, 
but of the average person. 

In the publishing industry there is such a level. 

I do not know exactly what that is. I am quite sure that the pro- 
posal of 50 percent the first year, 25 percent the second year, and 25 
percent the third year, which, of course, goes into effect right at the 
first of the third year, is at a much more accelerated pace than, under 
present conditions, we can absorb. 

The CHarrMan. Mr. Sweet, your corporation has been operating 
very successfully and profitably, has it not? 

Mr. Sweet. It has been operated very successfully. 

The CHarrMAN. And it has made a handsome profit, has it not? 

Mr. Sweet. No, sir. I do not agree with that. 

Mr. Ress. Is not this the answer: that it has shown good-sized 
profits on some of these publications, and not so much on others? 

Mr. Sweer. That is right. And we have shown good profits in 
some years, and in other years we did not show profits. In other 
words, all during the 1930's, we did not show profits. We were in 
the red year after year. 

The CHarrmMan. We are talking about the present time. 

The Capper’s Farmer is a very profitable publication, is it not? 

Mr. Sweet. It has been so, but not in 1950. In other words, in 
1950 it was bearly over on the right side. 

The CuarrMan. How about this Household magazine? 

Mr. Sweet. In the red, sir. 

The CuarrMan. How old is that magazine? 

Mr. Sweet. That magazine, | believe, Senator Capper acquired in 
either 1904 or 1906; I am not sure. 

Mr. Ress. It used to be a good money maker for several years. 
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Mr. Sweet. It made some money back in the days when it was a 
mail-order magazine. It has not made the money since we changed it 
into a standard magazine. 

I might say that we have full confidence, or we would not keep on 
with it, that it is going to be a money maker and a good money maker, 
but until we get it over that hill, it is not. 

The Cratrman. The two daily papers make money, do they not? 

Mr. Sweer. They do, sir, although I am not directly connected 
with the dailies. 

The CuarrmMan. Your subscription rate for these farm magazines 
is quite cheap, is it not? 

Mr. Swner. That is right, sir. 

The CuarrmMan. What is it for the Capper’s Farmer? 

Mr. Sweet. One dollar a vear. 

The CuatrMan. Do you give any special rate for a subscription of 
2 years, or 3 years? 

Mr. Sweet. Three years for $2, and I believe it is 5 years for $3. 

The CuarrmMan. How about your Kansas Farmer, what is the rate 
on that? 

Mr. Sweet. That is the same rate, I believe. 

The CHarrman. How about the Household magazine we were just 
talking about? 

Mr. Sweet. That is $1 a year. 

The CuHarRMAN. Do you give any cheaper rate for a 2-year sub- 
scription? 

Mr. Sweer. It is $2 for 3 years. 

The CuarrMan. Do you have a 5-year subscription? 

Mr. Sweet. I believe not, sir. 

But I would not like to be quoted absolutely on that. I am not 
too sure. 

The CHarrMan. What is the subscription rate for Capper’s Weekly? 

Mr. Sweet. It has been $1.50 a year, and we have, as of this month, 
raised it to $2 a year, to try to come out on it. 

I might point out, sir, that that one publication, Capper’s Weekly, 
is, | might say, foreign to our house. That is in this way: there are 
three methods by which you may arrive at any profit in publishing. 
One is to get most of your money from the sale of advertising; one 
is to get it strictly from subscriptions. 

In other words, Reader’s Digest, or any other digest would be a 
sample of that. 

Then there is an in-between, where you have newsstand circulation, 
and so on, and can realize a profit, or an income, at least, from part 
of your circulation. 

It happens that we are in the field where we have to realize our 

rofit from the sale of advertising, except on this one maverick—shall 

call it—Capper’s Weekly, which people out in that section, par- 
ticularly rural people, like to read so well that they will pay us a 
dollar and a half, and even $2 a year to get it. It is a six-page and 
eight-page weekly newspaper and does not subsist by reason of 
advertising. 

The CuarrmMan. Does it carry any advertising? 
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Mr. Swerer. We carry advertising, yes, but if we had to subsist 
on that we would not last at all. 

Mr. Rees. What percentage of the Kansas Farmer is advertising? 

Mr. Sweet. Mr. Rees, that usually runs about 50 percent. Oc- 
casionally we have issues as heavy as 57 or 58. It runs about 50 
percent. 

The CHarrMan. Are there any other questions of Mr. Sweet? 

Your statement will appear in the record in full, Mr. Sweet, and 
thank you for your testimony. 

Mr. Sweer. Thank you, Mr. Chairman. 

The CuarrMan. We have one other witness scheduled for this 
morning, Mr. Charles Ashcraft, who resides in Washington, D. C. 

Mr. Ashcraft is representing the National Rural Letter Carriers 
Association. 

Can you return some other time, Mr. Ashcraft? 

Mr. Asucrart. Yes. 

The CuarrMan. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Thereupon, the committee recessed at 12:10 p. m., to reconvene 
at 10 a. m. Wednesday, March 14, 1951.) 
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WEDNESDAY, MARCH 14, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrick AND CIvIL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHarrmMan. The committee will be in order. 

We will have to expedite the hearings this morning as much as we 
can, in view of the fact that the House unexpectedly is meeting at 11 
o’clock this morning instead of the regular hour of 12 o’clock. We 
will go along just as far as we can, and if we have not finished at 11 
o'clock we will not recess the committee meeting unless there is a 
quorum call; and if there is a quorum call summoning the Members 
of the committee to the floor of the House, then we will have to 
adjourn the meeting. 

This morning we have representatives of several religious publica- 
tions, who are represented by Dr. Luther Wesley Smith, executive 
secretary of the American Baptist Publication Society of Philadelphia, 
Pa., who represents the Protestant Church-owned publishers. He is 
accompanied by Mr. Porter Routh, representing the Southern Baptist 
Convention, of Nashville, Tenn.; Col. H. Torrey Walker, representing 
the United Lutheran Publication House, of Philadelphia, Pa,; Mr. 
John Ribble, representing the Presbyterian Church in the United 
States of America, Philadelphia, Pa.; and Dr. Roy L. Smith, repre- 
senting the Methodist Publishing House, Nashville, Tenn. 

Dr. Smith, since you are in charge of your group, we will be glad to 
hear from you first. 


STATEMENT OF DR. LUTHER WESLEY SMITH, EXECUTIVE SECRE- 
TARY, AMERICAN BAPTIST PUBLICATION SOCIETY, PHILA- 
DELPHIA, PA. 


Dr. L. W. Smrru. I would like to place in the record, if I might, this 
statement, which gives essential facts. 

The CHatrMAN. Your statement will be included in the record. 

Dr. L. W. Smirx. Thank you. 

(The statement is as follows:) 


STATEMENT Re H. R. 2982 PRESENTED ON BEHALF OF THE PROTESTANT CHURCH- 
OwNED PuBLISHING Houses BY JOHN RIBBLE, BOARD OF CHRISTIAN EDUCATION, 
PRESBYTERIAN CHURCH IN THE UNITED States or America; H. Torrey 
Waker, Boarp or Puruication, Unirep LuTHERAN CHURCH OF AMERICA; 
Waiver L. SEAMAN AND Pat Bearp, Metuopist PusLIsHING House; LUTHER 
Westey Smita, THe American Baptist Puriication Sociery; Roy H. 
STeTLER, EVANGELICAL, UNITED BRETHERN CHURCH 
This statement is made on behalf of 38 Protestant Church-owned publishing 

houses representing 40,232,149 church members. Typical of these publishing 

houses are the Methodist Publishing House, the Publication Division, Board of 
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Christian Education of the Presbyterian Church in the United States of America, 
and the Sunday School Board of the Southern Baptist Convention. A complete 
list is attached hereto. 

It should be clear to the committee that all of the 38 church-owned publishing 
houses we represent are nonprofit institutions. Any surplus funds go back into 
the work of the church for the support of missions, Christian education, ministerial 
pensions and for similar purposes. These activities are otherwise supported by 
benevolence contributions of local church members. 

In 1949 these 38 organizations mailed approximately 54,000,000 pounds of 
second class matter with a postage bill of $810,000 at 1% cents per pound. 

Since the establishment in 1879 of magazines as second-class mail matter with 
a preferential postage rate, the church-owned publishing houses have made 
increasingly wide use of this class for distribution of Christian teaching materials. 
The tremendous growth of the Sunday school movement in the early 1900's 
brought with it the development of Sunday school lesson teaching materials 
almost all of which were designed to be issued periodically in order to take ad- 
vantage of existing preferential postage rates. 

In establishing the second class it was clearly the intent of the Congress to 
subsidize this class of mail for the purpose of making readily available to the 
people of the United States periodically published magazines for the widest 
possible dissemination of information and education. 

Inasmuch as the churech-owned publishing houses do not operate for profit 
to individual stockholders the material published by them is priced to yield no 
profit as such, but rather to make it available to the local churches and Sunday 
schools at the lowest possible cost for the widest possible dissemination of Chris- 
tian education and church information. In many instances magazines are pub- 
lished at a loss because of their essentiality in the church program. 

It is evident that the 100-percent increase over 3 years in postage costs provided 
for in H. R. 2982 would make necessary increased costs to Sunday schools and 
churches. There is a definite limit beyond which funds are simply not available. 
The materials purchased by Sunday schools and churches are limited by the 
pennies, nickels, and dimes placed in the collection plate on Sunday. The con- 
sequent result would be that churches and Sunday schools would be inadequately 
supplied with essential publications for effective Chris.ian teaching. This at a 
time when there is a greater necessity and demand than ever before in our na- 
tional life for the maintenance of public morale through the help and comfort of 
religion in the life of our people and when the influence of the church and Sun- 
day school is so urgently needed for the Christian training of our children and 
youth. 

We have not gone into the obvious matter of the character of the publications 
now making use of preferential rates. They are wholly essential to the Christian 
education enterprise of the Protestant churches in this country. It would seem 
to us that this task should be given every consideration and encouragement that 
the Congress is able to give, particularly in the light of the fact that our country 
is at war with atheistic communism. Certainly it is not to be denied that the 
Christian churehes through their teaching programs are in the forefront in our 
Nation’s effort to prevent the spread of communism. 

Accordingly we ask that the present system of preferential postage rates for 
relizious magazines of che second class be continued as a matter of publie policy 
by the Congress and that no changes be made in the current 1}4-cent rate per 
pound. 

There would seem to be ample precedent for preferential consideration: 

1. The Congress as early as 1879 established the prefereniial class for religious 
and fraternal publications substantially below other rates and cost. This policy 
has been carried forward by each Congress including the Kighty-first, when in- 
creases in postal rates have been proposed. 

2. Religious, fraternal, and other publications issued by nonprofit organiza- 
tions have, and we believe rightly so, been considered a different class than publi- 
cations of commercial concerns. For example, we in the religious field do not 
generally carry advertising other than our own. We cannot look to additional 
income through an increase in advertising rates. 

3. Other concessions have been made by the Congress in the matter of postal 
rates because of the publie interest. For example: 

(a) Preferential rates for mailing of books by libraries to encourage the circula- 
tion of books in country areas served by local libraries. 

(b) Free letter mail by the Armed Forces. 
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(c) Free in-county mailing by newspapers under certain conditions, which free 
status is perpetuated by H. R. 2982. 

(d) The rural free delivery service. It is doubtful that this service can be 
said to be on a self-sustaining basis in many areas. 

Respectfully, we repeat our request that your committee amend H. R. 2982 to 
exempt religious periodicals from the increased rates proposed on the second class. 


Protestant church-owned publishing houses 


1. American Lutheran Church (Lutheran book concern) (Wartburg Press) 

2. Augustana Evangelical Lutheran Church (Augustana book concern) 

3. Baptist General Conference of America (Baptist Conference Press) 

4. Brethren in Christ (EK. V. Publishing House) 

5. Church of God (Gospel Trumpet C ompany) (Warner Press) 

6. Church of the Nazarene (Nazarene P ubliching House) (Beacon Hill Press) 

7. Churches of God in North America (Central Publishing House) 

8. Congregational Church (Congregational Publishing Society) (Pilgrim Press) 

9. Disciples of Christ (Christian Board of Publication) (Bethany Press 

10. Evangelical and Reformed Church (The Board of Christian Education and 
Publication) (Christian Education Press) 

11. Evangelical Free Church of America (Evangelical Beacon) 

12. The Evangelical Lutheran Church (Augsburg Publishing House) 

13. Evangelical Mission Covenant Church of America (Covenant book concern) 

14. The Evangelical United Brethren Church (Otterbein Press) (Evangical Press) 

15, Finnish Evangelical Lutheran Church of America: Suomi Synod (Finnish 
Lutheran book concern) 

16. Five Year Meeting of Friends in America (Friends’ Publication Board) 

17. — Methodist Church (Free Methodist Publishing House) (Light and Life 
? ress) 

18. The Lutheran Church: Missouri Synod (Concordia Publishing House) 

19. Lutheran Free Church (Messenger Press) 

20. The Mennonite Church (Mennonite Publishing House) (Herald Press) 

21. The Methodist Church (The Methodist Publishing House) (Abingdon- 
Cokesbury Press) 

22. National Baptist Convention of America (National Baptist Publishing Board) 

23. Northern Baptist Convention (American Baptist Publication Society) 
(Judson Press) 

24. Pilgrim Holiness Church (Pilgrim ray House) 

25. Presbyterian Church in the U. S. A. (Board of Christian Education) (The 
Westminster Press) 

26. Presbyterian Church, U. 8. (Southern) (Presbyterian Committee of Publica- 
tion) (John Knox Press) 

27. 7g Church of Jesus Christ of Latter Day Saints (Herald Publishing 

ouse) 

28. Seventh-Day Baptist (Recorder Press) 

29. ay School Publishing Board, National Baptist Convention, U. 8. A., 
ne, 

30. United Evangelical Lutheran Church (Lutheran Publishing House) 

31. United Lutheran Church in America (United Lutheran Publication House) 
(Muhlenberg Press) 

32. United Presbyterian Church of North America (Board of Christian Education) 

33. Wesleyan Methodist Church of America (Wesleyan Methodist Publishing 
Association) 

34. Sunday School Board, Southern Baptist Convention 

35. General Council, Protestant Episcopal Church 


Dr. L. W. Smirx. This statement that I am making is on behalf 
of the 38 Protestant Church-owned publishing houses, that represent 
more than 40 million of the church members of our country; and 
typical of these are some of these houses represented by several of 
the gentlemen who will be speaking in just a few moments. For 
example, the Methodist Publishing House, the Division of Publica- 
tions of the Board of Education of the Presbyterian Church in the 
U.S. A., the Sunday school board of the Southern Baptist Convention, 
the board of publications of the United Lutheran Church of America, 
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and others, and the entire list. is given, sir, in this douement which is 
placed in your hands and in the record. 

I suppose that it ought to be emphasized, first of all, that all of 
these houses and all of these interests are nonprofit organizations. 
They exist to serve the people of the churches in the dissemination 
of curriculum, teaching material in the whole field of Christian 
education, on a nonprofit basis. 

I would emphasize not only those that are represented here, but 
all of the 38 church-owned Protestant publishing houses; and, of 
course, these men who are here, as well as all others related to them, 
are men who have no proprietary interest at all in these enterprises. 
They are on salary, and they are here as servants of these agencies 
of the church. 

I think it will be interesting to point out that these 38 organizations 
in 1949 had a total mailing of 54 million pounds of second-class matter, 
with a postage bill of $810,000 at the 143-cents-per-pound rate. 

Now, with these facts as a background, may I point out that since 
1879, we all are aware that magazines, as second-class matter, have 
had a preferential postage rate. The church-owned publishing 
houses, therefore, taking advantage of it, have built their teaching 
program, and therefore have used extensively the advantages made 
possible by this preferential rate in developing their teaching ma- 
terials in the. church schools. 

The church schools of the country, up toward 1900, and then after 
that, have had a magnificent, remarkable growth, and part of the 
reason for the possibility of their growth has been the possibility of 
distributing periodically published and distributed teaching materials. 

In establishing the second-class rate, of course, it was clearly the 
intent of Congress to subsidize this class of material for the purpose 
of making readily available to the people of our country periodically 
published magazines in the interest of the widest dissemination of 
information and education; and, of course, that is exactly what these 
materials are designed to do and are published for. 

Inasmuch as the church-owned publishing houses do not operate 
for profit for the individual stockholders or for the organizations 
themselves, I think it is well to note for the record that all of the 
incidental earnings that may come are turned back into the missionary 
program of the church, either to support the missions or the Christian 
teaching program, or in support of the pension systems for the minis- 
ters and missionaries. Obviously, therefore, if the proposed increase 
in rate in the second-class mailing matter should go into effect, it 
would mean that there would have to be, by the end of the second 
year as we entered the third year, a 100-percent increase in the costs 
so far as the postage rates are concerned, and that would have to be 
passed on to these various Sunday schools where the teaching is now 
going on. 

I would point out that as will be emphasized later by one of my 
colleagues, this would constitute a very real burden on thousands of 
the Sunday schools of our country. It would mean that it would be 
a rate that, in turn, would mean that there would be some limitation 
on the dissemination of the literature that is needed for education 
and for information. 

Now, in all of this I have not emphasized the particular peculiar 
quality and character of this material published by the church-owned 
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publishing houses. I suppose that all of us are clearly aware that 
these materials, these teaching materials, are basic to the essential 
program of Christian teaching of the Protestant churches of our 
country; and in this hour, when we are aware that we are in a struggle 
in what we call a ‘cold war’’ with the forces of atheistic communism, 
we are also quite aware that apart from any military struggle and 
interpretation of it in military terms, again and again all of our leaders, 
civic, spiritual, and others, have said that our struggle is against 
atheistic communism and the paganism that grows out of it in terms 
of all manner of life related to government and the social life of the 
people. 

Obviously, it is clear to anyone that the Christian philosophy of life, 
which is taught all through these pages of this material that goes out 
to these millions of our children of our land, is material based on this 
Christian philosophy that lifts up the essential dignity and worth of 
the individual as the child of God, as one for whom Christ died; as an 
individual, therefore, who has his place and has his dignity in the life 
of the land; and that our democracy, the very fundamentals of our 
democracy in terms of respect for the individual and his conviction 
and what he can say under the leadership of God, grow out of this 
Christian philosophy of life and set the basis of our whole democratic 
way of life. 

Our institutions are so limited, and therefore it would seem to me, 
or would seem to all of our colleagues, that Congress very properly 
having done so much, thinking now so earnestly about these problems 
of how to win the “cold war’ against atheistic communism, would 
certainly wish to give careful encouragement and assistance wherever 
reasonable and possible, to this whole program of the spread of 
Christian teaching, which is at the very cutting edge of our attack 
upon atheistic communism and all of its implications. 

Accordingly, therefore, Mr. Chairman, it is our request that the 
present system of preferential postal rates for religious magazines, of 
the second class, be continued as a matter of public policy by the 
Congress, and that no changes be made in the current 1}5 cent per 
pound rate. 

Now, it would seem to me and seem to us that there is ample prece- 
dent for the preferential consideration. 

First, Congress as early as 1879 established a preferential class for 
religious and fraternal publications, substantially below other rates 
and costs. This policy has been carried forward by other Congresses 
in succeeding years, mcluding the Eighty-first Congress. 

Second, religious and fraternal and other publications issued by 
nonprofit organizations, have, and we believe rightly so, been con- 
sidered a different class of publications from commercial concerns. 
For example, it is not possible for these religious publications to recap- 
ture but a very small share of the costs, no substantial share of the 
costs, from advertising, of course; and if there is an increased cost as 
represented by the proposed increased postal rates, that could not 
be recaptured by an increase of advertising, and in advertising rates. 

Third, other concessions have been made by the Congress in the 
matter of postal rates because of public interest. For example, as 
you are well aware, preferential rates for mailing books by libraries 
to encourage the circulation of books in country areas served by local 
libraries; or again, free letter mail by the armed services; or again, 
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free in-county mailing by newspapers under certain conditions, which 
free status is perpetuated by this bill that is before us under consider- 
ation, H. R. 2982; and again, the rural free delivery service. It is 
doubtful that this services could be said to be on a self-sustaining 
basis in many areas. 

Now, for the reasons which I have indicated, Mr. Chairman, and in 
view of the fact that the preferential consideration has been given by 
one Congress after the other, it is our respectful request that this 
committee, in considering the matter, and the Congress itself, give 
encouragement to the dissemination of this Christian teaching 
literature which is so vital to the on-going program of education and of 
information, on the part of the Protestant churches of this country, 
representing more than 40 million of our church members, and repre- 
senting the great forward thrust in Christian teaching in the literature 
of our land so far as it is carried forward under and by and through 
Protestant churches. 

Mr. Chairman, I would like to present, if I may, at this time, Mr. 
John Ribble, who represents the Presbyterian Church in the U. S. A. 
and its board of nats ‘aes nine for a brief statement. 

The CHarrMANn. You may proceed, Mr. Ribble. 


STATEMENT OF JOHN RIBBLE, REPRESENTING THE PRESBYTERIAN 
CHURCH IN THE UNITED STATES, AND MEMBER OF THE BOARD 
OF CHRISTIAN EDUCATION OF THE PRESBYTERIAN CHURCH, 
PHILADELPHIA, PA. 


Mr. Rissie. You have a copy of my statement, which I would like 
to have inserted in the record, if it please the Chairman. 

The CHatrMAN. Your statement will be included in the record at 
this point. 

(The statement is as follows:) 


STATEMENT BY JOHN RIBBLE, REPRESENTING THE BOARD OF CHRISTIAN Epuca- 
TION OF THE PRESBYTERIAN CHURCH IN THE UNITED STATES, PHILADELPHIA, 
Pa. 


All of us who appear before you have in common one thing; the increases in 
second-class rates in H. R. 2982 hit us in the pocketbook. 

The Presbyterian Church in the U. 8. A. alone is hit to the tune of $65,000 a 
year because of the 100-percent increase in second-class rates after the second 
year. We estimate that the increases in the cost of mailing magazines by the 
church-owned publishing houses is about $810,000 a year. 

This fact poses almost insoluble problems for us in continuing the publication of 
Christian education material for children and young people. 

The whole system of Sunday school teaching materials for Presbyterian Sunday 
schools has been conceived in magazine form over the years because of low prefer- 
ential rates. These rates have not varied for generations. We have built on the 
assumption that preferential rates would continue as a matter of public policy. 
Identically the same statement can be made for every other church-owned pub- 
lishing house. 

So that you can see the type of magazines I am talking about, I brought with me 
some of them for you to see and pass along for examination by other members of 
the committee. 

These are the magazines which in the main carry our program of religious in- 
struction for children and youth and their teachers. 

A major part of the deficit in the second class unquestionably is due to the 
necessity for the postal service to make individual deliveries of magazines to 
homes. I call your attention to the fact that most of the religious magazines 
published by my own and the other church-owned publishing houses are mailed 














POSTAL RATE REVISION 193 


in bulk to churches for redistribution so that while nine of the magazines I have 
given you as samples have a circulation of between 100,000 and 200,000 each, 
they are combined in shipment and sent to less than 10,000 addresses. 

herefore, we respectfully suggest that in any case a flat 100-percent increase 
in all second-class shipments, including such bulk mailings, is not equitable. 

You are churchmen yourselves. I am sure that all of you agree that every 
child and young person in our country should have the benefit of religious edu- 
cation. We would have fewer delinquent children and youth, that we know. 
Very seldom do you hear of young people in trouble if they are attending Sunday 
school. The dividends in the form of our national welfare are incalculable. 

We are doing our level best through the Board of Christian Education of the 
Presbyterian Church and other denominational boards likewise are asserting every 
effort they can, subject only to the limitation of funds available, to get into the 
Sunday schools the children and youth of our Nation who are now unreached. 
The $810,000 or more to be paid in additional postage by the Protestant church- 
owned publishers under the provisions of this bill would be just that much less 
available for that purpose. 

You can help us immeasurably by exempting religious magazines from the 
increases proposed. 

Mr. Risse. My remarks will be confined to certain aspects of our 
use of the second class which we think perhaps lifts it out of the normal 
routine handling of second-class matter. 

I thought perhaps you, as members of the committee, would be 
interested in seeing some of the kinds of magazines which Dr. Smith 
has referred to, so J brought some samples along which, if I may, Mr. 
Chairman, I can hand you, and you can pass them along to the mem- 
bers of the committee to see. 

We are talking here about Christian education material in magazine 
form. Dr. Smith made the point that our whole program of Christian 
education in our various denominations has been built into magazines 
because of the preferential rates which have been available to us 
through the years. I thought perhaps you would like to see and get 
the feel of the kind of things that we are talking about. 

The Cuatrman. Mr. Ribble, what would you say would be the 
average weight of the different kinds of publications distributed by 
the 38 Protestant organizations represented here this morning? 

Mr. Riese. The average weight per piece? 

The Cuatrman. Yes. 

Mr. Risse. I am sorry, I can’t give you any figures on that. I 
can tell you the total weight of all of the magazines, I believe. 

The CuarrmMan. Dr. Smith has testified that in 1949, 54 million 
pounds were mailed; and I am just wondering how many different 
copies of publications constituted the 54 million pounds. 

Is it not true that it takes, in many cases, several copies to consti- 
tute 1 pound? 

Mr. Risse. That is, sir, another one of the points that I want to 
point out. I can answer your question exactly as you have asked it. 

The Cuatrman. Here is a copy of a publication, and I presume it 
takes several copies of that to make a pound. 

Mr. Rissxie. That is so. 

The Cuarrman. And you send all of those several copies for a cent 
and a half, today; is that right? 

Mr. Risse. One cent and a half per pound. 

The CuarrmMan. That is what I say. Ii is not a cent and a half 
apiece. 

Mr. Riese. That is right. However, I do want to call your atten- 
tion to the fact that these magazines which you see are not mailed 
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individually to individual addresses. They are mailed in bulk to 
Sunday schools for redistribution. 

For example, some 9 or 10 of the magazines that you have in your 
hands have circulations ranging between 100,000 and 200,000 each, 
but those magazines are grouped and are sent to less than 10,000 
addresses. 

I have brought along some photographs so that you can see just 
what is happening here, and what I say as regards our own method of 
distribution could also be said of any of the denominational publishing 
houses which we are representing. 

These photographs were taken last Friday in our shipping room in 
Crawfordsville, Ind. You will see that this man is wrapping a pack- 
age of magazines, which package goes to a Sunday school in some 
community. 

On this side of the picture, you see stacks of magazines that have 
been counted out, and they are ready for wrapping. 

So that we don’t have here the question of sending individual maga- 
zines of light weight to individual addresses. 

In this photograph, you will see these packages being placed in mail 
bags, so that you see what we are doing—and all of the denominational 
publishing houses are doing the same thing—is to ship these magazines 
in bulk to Sunday schools, following through shipping procedures to 
the point where we actually make, for the most part, direct sacks that 
go to local communities. 

There is another point that I think we should call to your attention. 
Of course, here is the third picture, these mail bags being trucked into 
acar. The post office doesn’t handle these at all. They send a rep- 
sentative to the plant, and all they do is weigh them. We put them 
in the mail car, and out they go. 

Now, at the other end, what happens? Normally, when you think 
of magazines, you think of a postman with a bulging sack and a 
sagging shoulder carrying magazines to individual homes. That is 
not, gentlemen, what happens to these magazines and their kind. 
These magazines go in direct sacks, for the most part, to small rural 
communities, many of which do not have delivery service, so that the 
Sunday school secretary, or the pastor in some cases, goes to the post 
office, actually, to pick up the package, so that you do not have in 
this kind of mail the same kind of handling that magazine-class mail 
normally requires when you think of the second class. 

I think with that, I will ask Mr. Routh, of the Southern Baptist 
Convention, to pick up, and give you some additional information. 

Mr. Sapiak. May I ask a question at that point? 

Do you mean, Mr. Ribble, that all of your magazines are mailed 
in bulk packages? I notice, in going over some of these magazines, 
it says “For teachers and parents, ’”’ and on some it says ‘Teachers 
for junior high schools,” and do they go out individually? 

Mr. Rissie. Yes, they do; they go to the Sunday schools for dis- 
tribution to teachers and parents, and we do not mail them individu- 
ally. 

I do not say, however, that we do not have magazines which go to 
individual subscribers, because we do. How ever, the percentage, 
either in terms of weight or in terms of circulation, of that kind of 
magazine, is much, much less. 

Mr. Sapiak. Thank you very much. 
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Mr. Risse. Are there other questions? I would be very happy to 
answer them, because it is quite difficult to know the aspects of this 
matter that you are particularly interested in. 

Mr. Miuuxr. In this operation that you describe, you put this mail 
on the trains, and you sack it; and you realize that in fixing the rate, 
the very favorable rate that you now enjoy, it contemplates that you 
do all of those things? 

Mr. Riese. Well, we would hope so; but we would also hope—— 

Mr. Mixver. In other words, you are making an argument that 
has already been made to obtain this very low rate. You show us 
what you do; but if you did not send the publications in this manner, 
the Post Office Department or the Congress never would have fixed 
the low rate on that type of mail, and it requires it to be handled 
substantially as segregated and sent in bulk by the sender. You 
realize that? 

Mr. Rissie. We realize that, from the standpoint of placing it on 
the train ready to move. However, the added point that I tried to 
make was that actually the post office at the other end is not required 
to delivery individual magazines. 

Mr. Minter. That is the point. But you realize, also, that if you 
wanted to go through and address these to individuals instead of hav- 
ing your minister or Sunday school teacher do it, and if you wanted to 
set up the cost of addressing them individually, the post office would 
deliver them individually? 

Mr. Rissie. Yes, sir; [ do understand that. 

Mr. Mitier. So that it is to your personal interest, your financial 
interest, not to do that, because that would be an additional cost to 
the general operation, if vou had to set up the plates and address them 
individually. So that is for your saving, and not the Post Office 
Department’s. 

Mr. Risse. That is certainly so. And, may I add, Mr. Miller, 
that the reason for that, basically, is in order that we, as nonprofit 
institutions, may get this material, which is essential to the Christian 
education teaching program of the churches, in their hands at the 
lowest possible price. 

Mr. Minter. I am very sympathetic to what you are doing, and 
the way vou are doing it, and I think you are using very fine business 
judgment in doing it that way, and I know that you do it because 
your funds are limited. But the point that I am making is that I do 
not like to hear you come here and try to leave us with the impression 
that you are doing something to help the Post Office Department, 
when as a matter of fact it is in your own interest that you are doing it. 

Mr. Rresie. I am sorry, sir, if I left any misimpression on that 
point. IT had no desire to do it. 

Mr. Gross. I would like to say that I have a national publication 
in my district, and today, in order to get its magazines into the mails 
with any degree of expedition, they are sacking and taking it to the 
train and loading the magazine. 

The CuarrmMan. Mr. Ribble, I see a publication entitled, “Today, 
which has a subscription rate of 60 cents for 1 year; two subscriptions 
for $1; outside of the United States add 15 cents for postage of each 
year’s subscription. 

This is sent to the individuals, undoubtedly, through the mails; is 
it not? 
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Mr. Risse. No, sir; generally speaking, not. I would say that 
out of a total circulation of some 200,000, less than 20,000 go to 
individual subscribers. Generally speaking, you will find that 
churches buy that in quantities and leave it in the vestibule for people 
like you and me to pick up and leave a nickel or a dime. So that that 
also is a quantity-mailing proposition. 

The CuatrMan. How many of these copies would it require to make 
a pound, in your opinion, of this little pamphlet? 

Mr. Risse. I am sorry, sir, I couldn’t guess. 

The CuHarrMan. It would take several of them to weigh a pound? 

Mr. Rrssup. Yes, sir; it would. 

The Cuarrman. And they, all together, would go for one and a half 
cents? 

Mr. Risse. That is right. But you also have some much heavier 
magazines in the specimens that I gave you, and what I have tried to 
do is to give you a fair cross section and not either withholding the 
lightweight ones or the heavyweight ones. 

Mr. Sapiak. Mr. Ribble, would a package invariably contain other 
magazines, or only one magazine? 

Mr. Rinsie. We may mail all of these magazines in one package, or 
quantities of each. 

Mr. Armsrrona. Is it not true that the method you have displayed 
there in those pictures and your description thereof, is of benefit 
both to the Post Office Department and to the publishing houses 
using the postal service? 

Mr. Risexe. I think that that is a fair statement. 

Mr. Armstrrona. Mr. Chairman, I would like to address a question’ 
to Dr. Smith. 

I am only sorry, Doctor, that you had to proceed before so many 
of the members of the committee could be here, because I consider 
your statement a very excellent presentation on behalf of the public 
service feature of the religious publications, regardless of what the 
committee must do on postal rates. 

Is it not true that the religious publications, generally speaking, are 
actually nonprofit, in that an attempt is made to set the price to the 
church groups that will cover the printing and handling only? 

Dr. L. W. Smiru. That is absolutely true, Mr. Armstrong. All of 
them, an attempt is made to make a pricing of all of them so that they 
can go at the lowest possible rate, and any earnings or surplus are 
only incidental. There are a number of these publications that are 
actually subsidized by groups in the church in order that we may have 
a wider distribution of what we consider to be essential truth in rela- 
tion to this great program that is gathering up the whole life interest 
of our Nation. 

Mr. ArmstroNG. Suppose there should be what we might call a 
profit, Dr. Smith? That is, should there be any money left over 
from actual costs, would that not go back into the further dissemina- 
tion of that? 

Dr. L. W. Smiru. It is immediately channeled back into the mission 
programs of these churches. 

Mr. Armstrona. And no one gets any profit out of it except the 
necessary costs for salaries, and so on? 

Dr. L. W. Smirx. That is correct, sir. 
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Mr. Armstrona. Is that not true, also, of other religious groups? 
You gentlemen are representing the Protestant groups, and is that 
not true, exactly, of the Catholic publications, and the Jewish, and 
so on? 

Dr. L. W. Smriru. I would say that the essential things we have 
been saying here would apply equally to the Catholic and to the 
Jewish faiths. 

Mr. Armstrone. How many people would you estimate are affected 
directly by the religious publications of this country? Have you 
ever estimated how many actually use these publications? 

Dr. L. W. Smrru. I cannot give it to you accurately, Mr. Armstrong. 
We have from time to time had surveys made of readership of these 
magazines, and what goes into their distribution and into their read- 
ing probably would reach upward of 75 to 80 million, at least, of 
the people of our country, and maybe more. 

Mr. ArmsrronG. More than half of the population of America? 

Dr. L. W. Smirx. I would think substantially so, and I think that 
my figure is a conservative one, and it might very well be shown that 
they reach more than 100 million of our people. 

Mr. ArmstrronG. Thank you. 

Dr. L. W. Smiru. I would like to present Mr. Porter Routh, of the 
Sunday School Board of the Southern Baptist Convention, for a 
statement, and I think he has something interesting to say. 

The CuarrMan. We will be glad to hear from Mr. Routh. 


STATEMENT OF PORTER ROUTH, REPRESENTING THE SOUTHERN 
BAPTIST CONVENTION, NASHVILLE, TENN. 


Mr. Rovurn. The Southern Baptist Convention Sunday School 
Board, of Nashville, Tenn., serves 27,778 churches, with 7,079,898 
members. The publishing and education division of the American 
Baptist Convention serves 6,768 churches, with a membership of 
1,561,073. The Lott Carey Foreign Mission Baptist Convention, 
Washington, D. C.; the National Primitive Baptist Convention, 
Huntsville, Ala.; the National Baptist Convention, U.S. A., Inc., and 
the National Baptist Convention of America, both of Nashville, serve 
6,500,000 Negro church members in nearly 30,000 churches in the 
United States. 

At the recent meeting of the American Association of School Admin- 
istrators held in Atlantic City, a committee of 20 of the leading ed- 
cators in the United States, including Gen. Dwight D. Eisenhower 
and Dr. James D. Conant, presented a report which included this 
statement: 

No improvements in government structure, no statutes and ordinances, how- 
ever lofty their aims, can produce a good and secure society if personal integrity, 
honesty, and self-discipline are lacking. 

Consider this statement in the light of testimony by United States 
juvenile court judges that they seldom face an offender who is a regular 
attendant at a church school. 

I went over to the House of Representatives yesterday afternoon 
after I got into Washington. They were discussing the reorganization 
bill of the RFC, and I noted that Members on both sides of the House 
disagreed as to the procedure which should be followed in the reorgan- 
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ization of this agency, but I noticed that there was complete agree- 
ment on both sides of the House as to the fact that there was a need 
for a rebirth of integrity in public life, and also in private life, in the 
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United States. And let me say, gentlemen, that integrity is not some- ; 
thing that a man acquires when he gets to be 21 years of age. It is 


something which must be built into the character and life of the 
individual. 

I talked to Judge Tatum, our juvenile court judge in Nashville, 
and he bas told me that there have been thousands of cases to come 
before him in his career, but as far as he knows, there have been only 
four cases of juvenile delinquency of boys and girls who have been 
regular attendants at some church school. 

I have heard Judge Kelly, recently retired, at Memphis, give similar 
testimony. 

The Baptist publishing houses, as these other publishing houses, 
are non-profit organizations. Like other religious publishers, they 
are conscious of the fact that only 1 out of 10 United States citizens 
attends a church school on the average Sunday. These publishing 
houses realize the imperative need to reach a larger segment of the 
population to provide a solid foundation of spiritual truth upon which 
personal integrity and honesty must be built. 

The cost ef religious education materials has been kept as low as 
possible in an effort to make for the widest possible dissemination of 
Christian education. Even then, the purchase of the materials by 

; churches and individuals represents a real sacrifice. 

Of the 27,778 churches in the Southern Baptist Convention, 9,400 
had a total budget last year of less than $1,000, including the salary 
paid the pastor. Of these, 7,438 were located in the open country. 
A total of 19,737 churches had a total budget of less than $5,000, 
including the pastor’s salary and all church expenses. Of these, 
13,238 were located in the open country. Of the 30,000 Negro 
Baptist churches in the United States, it is estimated that 75 percent 
have a total budget of less than $1,000. 

Let me call your attention to the fact that many of these churches 
are churches that we speak of sometimes as quarter-time or half-time 
churches. For example, in the Southern Baptist Convention, there 
are 4,107 churches which are known as quarter-time churches, and 
that is, they have preaching only once a month. But the young 
people of the community, and the adults, of course, come with them, 
come to the church every Sunday; and there, with this literature, and 
with the Bible, of course, as a foundation, and with the literature to 
guide them in their study, they have a program there which is 
character building and which makes a real impact on the community. 

There are 9,029 churches in the Southern Baptist Convention—and 
Dr. Smith tells me that the same thing is true of the Methodists, and 
I am certain the Presbyterians to a lesser degree, perhaps—in the open 
country, of churches which have regular preaching only once or twice 
a month. But all of these churches have a program of religious 
education, where they use this literature, and which makes a contribu- 
tion to the character-building influences in the community. 

I was in a church in Tennessee not so very long ago, a one-room 
country chureh building, and they had no preacher there that Sunday. 
The women had gotten some tow sacks, or they call them gunnysacks 
or burlap bags, but they call them tow sacks in Texas where I grew 
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up—and they had taken these tow sacks and gotten some bailing 
wire and had fixed this bailing wire across this little one-room church, 
and had sewed these burlap bags together after they had dyed them, 
and had partitioned off places. I went in there, and here were the 
little boys in one room, and the girls in another, and here were some 
young people in another, and all of them were having this training, 
every Sunday, even though they did not have a pastor to preach them 
a sermon for that particular Sunday. 

So it does make a definite contribution there. 

Mr. Gross. If that were in some foreign country, some distant 
part of the world, and the ECA came along and took some pictures 
of the burlap sacks being used to divide the church or the schools so 
that they could hold these forms of services, we would immediately 
appropriate, probably, under point 4 or some of the rest of these free- 
spending schemes, a few hundred million dollars, and give it to them 

Mr. Rourn. Not all of the churches are that way, and there are 
churches in this city which are well organized and have wonderful 
equipment; but representing a constituency which finds its member- 
ship largely in these small groups —and let me say that the median- 
size church in the Southern Baptist Convention has 141 members, 
and the median-sized Sunday school has $7 members—but | have 
been associated with this type of church and with this type of Sunday 
school, so | know that vou cannot discount the influence of these 
small units and these small groups on the life of the community in 
which they exist. 1 think it is fine to have a big church in a big city, 
but the dynamic things of American life and American integrity, if 
you please, are to be found in these small units which make up, as 
Mr. Ribble pointed out, 80 to 90 percent of all of the chureh schools 
in the United States; and I think that we are losing sight of a tremen- 
dous influence that they have. 

The purchase of literature for Bible study in the great majority of 
these churches is made possible only through the donation of pennies, 
nickels, and dimes, when the material is ordered. 

Let me say that this is not only true of Protestant groups. My 
wife’s people live in Sulphur, Okla., down in central Oklahoma, and 
they have in that little town—it is just a small town of about 2,500- 
it is not large enough to have a parochial school, but they have a 
little chapel there, and the priest comes down from Shawnee once a 
month for services in there. And my wife’s people have some good 
neighbors who live close to them, and I have been over at their house 
a number of times, and I have noticed that they have the Sunday 
Visitor and the Catholic Digest and other publications which are 
put out by the Catholics, in order that they might train their children, 
in the absence of a parochial school or in the absence of the priest 
coming down every Sunday for Mass. So they do have that problem 
just as other groups have it. 

With these small budgets, the effect of an increase in postal rates 
will be to cut down on literature available for Bible study and char- 
acter training. 

Another fact to be taken into consideration in the use of this 
religious education material is the fact that the periodicals are sent 
in bulk to the churches and not to the individuals. This is the point 
that Mr Ribble touched on, but just let me give you this information: 
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In 1950, the Sunday School Board distributed 42,816,297 periodi- 
cals. But this did not mean the Post Office Department was re- 

uired to deliver 42,816,297 pieces of mail to individual addresses. 

his total circulation represented only 236,236 orders, or 181 peri- 
odicals per order. The Sunday School Board has only 22,758 indi- 
vidual subscriptions for its periodicals. 

The CuarrmMan. You are talking about your Sunday School Board, 
or the group? : 

Mr. Rovurnu. The Sunday School Convention has only 22,758 indi- 
vidual subscriptions for its periodicals, out of a total circulation of 
42,816,297. You see, that is just an infinitesimal or very small per- 
cent of the total circulation, and the rest of it all went in bulk to 
churches. 

The CHarrman. How much postage was paid on the 42,816,297 
periodicals? 

Mr. Rovurnu. $101,000 paid in second-class postage last year for 
these, going to the churches. 

The CuarrmMan. That is $101,000 for over 42 million copies? 

Mr. Rovuru. That is right. 

Mr. Armstrona. Could he give us the weight? Do you know the 
weight of that? 

Mr. Rournu. Yes, sir; about 7 million pounds. 

Mr. Miuuer. Did you ever investigate the possibility of shipping 
them by American Express or other means? 

Mr. Rovurn. I could not answer that question, sir. 

Mr. Ripsie. Most of these packages go in small rural communities, 
and you don’t find express stations there. 

Mr. Miuier. I thought that you might have explored that in the 
larger communities, because as I see it, in the Post Office Department, 
the Post Office does not want this business of this kind if they can 
get away from it. 

Mr. Risse. And it makes a practical problem of separating one 
order as against another. 

Mr. Rovurn. That is the point that 1 mentioned awhile ago, that 
of the 27,000 churches in the Southern Baptist Convention, 23,000 
of them are rural churches; and in other words, they are located in 
population centers with less than 2,500 people. Of course, that is 
the problem that you would have there. 

Mr. Rees. While you are discussing the cost of the postage, what 
is the postage on the 22,000 individual subscriptions? 

Mr. Rovurtu. I am sorry, sir, I could not give you that information. 

In 1949, there were nearly 2.5 billion pounds of second-class matter 
mailed in the United States. In addition, there were nearly 100 
million pounds of second-class matter mailed free in county. The 
total second-class material mailed by all religious publishers in the 
United States, Catholics, Jewish, Protestants, and Baptists, amounted 
to less than 2 percent of the total. 

The exemption of religious education materials and all other religious 
publications from the increases proposed in H. R. 2982 would not be 
significant in the total income of the Post Office Department, but it 
would be of real significance in the operating budgets of the publishing 
houses and churches served by them. 

For example, the National Baptist Publishing Board, located in 


Nashville, Tenn., serves nearly 2 million Negro Baptists who are 
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affiliated with the National Baptist Convention of America. This 
board spent $12,000 for second-class postage during 1950. An added 
$12,000 on the second-class postage bill would actually work a hard- 
ship on the National Baptist Publishing Board and the Negro churches 
it serves. 

I have worked with these Negro churches, and I know something of 
their procedure. When the time comes to order the literature, they 
will tell the children to bring their money, and these children will 
bring their nickels and dimes and pennies, and they will take that 
money and order as much literature as that will pay for; and, of course, 
if the literature costs more, that means that they can order less 
literature, and if it costs less, of course, they can order more literature. 

The Alabama Baptist, Birmingham, serves 2,600 churches in Ala- 
bama. Its postage in 1950 was only $3,700. To double that amount 
would mean that the Alabama Baptist would have to operate at a 
loss. In other words, actually, last vear they didn’t show any profit 
at all. Maybe they had, at the end of the year, one-hundred-and- 
some-odd-dollars, $127, I believe it was. So it actually would mean 
that they would have to operate at a loss if they continued their 
present subscription rate. 

A concluding factor which must be taken into account is the fact 
that an increasing amount of this literature being sent to the churches 
is being ordered for the purpose of providing religious education ma- 
terials for her sons and daughters who have gone into the Armed 
Forces. This Congress has shown its interest in many ways in pro- 
viding for the young men going into the Armed Forces. We know 
from experience in World War II that the practice followed by the 
churches in sending Bible study materials to the men in service not 
only helped the morale of the fighting man, but also helped in the 
formation of attitudes and character, indispensable to our society in 
the years since. 

We join in asking that no change be made in the current rate of 
1% cents per pound for religious publications in second-class mail. 

The CHatrmMan. Mr. Routh, you state that your Sunday school 
board distributed over 42 million periodicals through the mails in 1950? 

Mr. Rovurnu. That is of all publications, and that was represented 
in 236,236 orders. 

The CuHarrman. And the total weight of the forty-two-odd mil- 
lion periodicals was about 7,000,000 pounds, is that correct? 

Mr. Rournu. That is right. 

The CHarrMaNn. So that it required, on an average, six copies to 
make a pound that were sent through the mails? 

Mr. Rovurn. That is right. Our literature is similar to the Presby- 
terian, and some of it is made up of story papers, which of course 
would require many more, and some are teaching publications which 
of course are heavier. 

The CHarrMAN. But on an average, it takes six periodicals to the 
pound? 

Mr. Rovuru. That is right; yes, sir. 

The CuHarrMan. Because you say there are 42 million periodicals 
sent out-——— 

Mr. Routn. That is right. 

The CuHatrmMan. Which weighed 7 million pounds, so the average 
would be 6 to a pound. 
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Mr. Rovurn. That is correct, sir. 

The CuatrmMan. And you sent six of these average periodicals for a 
cent and a half— 

Mr. Rovuru. That is right. 

The CHairman. To any point in the United States, through the 
mails. 

Mr. Rourn. That is correct, sir. 

Dr. L. W. Smiru. I would like to present Col. H. Torrey Walker, 
representing the United Lutheran Publication House of Philadelphia. 


STATEMENT OF COL. H. TORREY WALKER, REPRESENTING THE 
UNITED LUTHERAN PUBLICATION HOUSE, PHILADELPHIA, PA. 


Colonel Watker. I have no prepared statement, and so far as 
speeches are concerned, most of my speech has been made. 

[ just want to reiterate for the committee that, first of all, T am 
quite sure that all of the publishers recognize the tremendous aid and 
assistance furnished by the Post Office Department, and T do not 
want the committee or the Hlouse to feel that there is any feeling of 
criticism of the Post Office Department, and it is a tremendous service 
on the part of the Government to the citizenry of the country. But 
for nearly 30 years, Mr. Chairman, I have been in the financial side 
of church work, and IT can say to you out of my knowledge as a certified 
public accountant who examines the books of some of these publishing 
houses—and that is exactly how it happened I was called as executive 
secretary of my presenti house—none of them make what you might 
call a profit. Their surpluses are always less than 5 percent of the 
total income. 

Speaking for my own house, three out of our five major publica- 
tions must be subsidized by the ehurch. 

So that an increase in the postal rate simply means that we have to 
take more funds from other sources, from the benevolent sources of 
the church, in order to put these publications through the mail. 

I am interested in one thing. Yesterday, Mr. Chairman, I sat with 
representatives of the Chief of Chaplains’ office in discussing some of 
the literature that will be necessary, particularly now in the present 
crisis, and of a continuing nature, because UMT will be coming in— 
I hope it will be coming in. I can speak to you as a matter of fact, 
because I spent some 27 months overseas with troops in the last war. 
I know how essential it is to the morale of our troops and of the 
Armed Forces, that the Chaplains Corps of the Army and the Air 
Force and the Navy have this type of publication made available. 

You held up a copy of the Presbyterian publication of Today, and 
the Methodists’ Upper Room, and our own Light for Today, and 
thousands of copies of those go every month in bulk shipment to 
Veterans’ Administration facilities, to Army camps, where they are 
distributed by chaplains. And I will add something else to that, too. 
In our case, at least—and I can’t speak for the others—many times 
they go at less than the cost of production, in order that the chaplains 
may have suitable literature to put into the hands of the boys. 

I just want to say this to vou: I realize that the Congress has many, 
many difficult problems before it at the present time, but T wonder, in 
this time when public morale is so essential, whether the Congress 
ought not to consider whether the Post Office Department ought not 
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to be underwritten, just as we have to underwrite many other things in 
the cause of freedom, and certainly from the standpoint of a thing that 
touches the hearts of the citizenry of this country, the Post Office 
Department comes closer to being a universal public service than 
anything else the Government has. 

The CuarrmMan. Exactly what do you mean by “underwritten’’? 
You do not mean that we should subsidize concerns that are using the 
mails for profit, do you? 

Colonel WaLkrer. No. I leave that to the committee to discover 
just where to draw the line. But I do think that there are certain 
things which have to be considered. 

The CuarrMan. It applies to nonprofit publications? 

Colonel Watker. That is right, and there is a reasonable line there, 
certainly, and I don’t mean that we should give carte blanche for 
corporations so make money. 

Mr. Mitier. Do you not think that the Congress has been very 
liberal with nonprofit organizations such as yours? 

Colonel WaLker. Decidedly, ves. 

Mr. Miziuer. I do not think anyone wants to burden them, and | 
know that we all appreciate their value, but should the Government 
come in and make up the deficit in those benevolences that you speak 
of, or should the people who are interested—and that should be all of 
the people, I grant you—do the job that is necessary to distribute 
this type of literature? 

Now, the same case is made before us on educational literature, 
scientific literature, agricultural literature, and cultural, and the same 
arguments apply; and we accept it, and we have tried to write into 
the law and there is written into the law these provisions. 

Sut just where are we going to draw the line, and how far should 
Government go in further underwriting this? You realize that cer- 
tainly the Post Office Department is working at a great deficit when 
it carries this vast bulk of mail at even the costs that have been pre- 
sented here. Where are we going to draw the line? | know I, for 
one, would like to get your views on it. 

Colonel Watker. Mr. Miller, I can’t suppose for a moment that 
I can sit here and draw the line, and I don’t have the benefit of the 
hearing 

Mr. Miuuer. It is a pretty big order. 

Colonel Waker. There is an element of public service in this whole 
matter, which has to be recognized. 

The CuarrmMan. We fully agree with all of you gentlemen about 
that, but do you not think that you should pay more postage? And 
I am asking you all as a group. What do vou think would be a fair 
and adequate increase for’your various nonprofit religious organiza- 
tions? 

Colonel Waker. I can’t answer that, because frankly, as I sit 
here this morning, gentlemen, it just simply means that it would be 
money that we don’t have in our operation. 

The CuarrmMan. Do you gentlemen not think that you should pay 
some Increase? 

Dr. L. W. Suirx. The request is that there be no increase in this 
rate, for the various reasons that we have been presenting, one or the 
other, or all of us together. All of our churches together are trying 
to do this job which is the concern of ours. 
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Mr. Mitier. Will you accept this thesis, before we get further into 
this thing or you get further into your argument: That included in 
this type of mail must be the religious and the scientific and the 
educational and fraternal and agricultural, and all of those groups? 
You are in one category, and do you want to make a special plea to 
take religious publications out of that and give them, the cultural 
group, an increase? Or do you want to make a plea to take the 
religious publications out of that and give them an additional special 
rate, or are you pleading for the group as a whole? 

Dr. L. W. Smrrx. We are speaking for our group, the religious pub- 
lications, and I would assume that, as in the past, religious, educational 
and fraternal publications produced by nonprofit organizations, and 
for nonprofit—— 

Mr. Mituer. The law specifically says that any profit shall not be 
traced to the benefit or the emolument of any individual. 

Dr. L. W. Smiru. We are saying, Mr. Miller, that we feel that those 
who have been our leaders in our land in the past have been very wise 
in their insight in the encouragement they have given to the broad 
dissemination of this literature, and that in this hour of civilization, 
with this kind of struggle upon our hands, we ought to be able to see 
more clearly than they saw how necessary it is to reach the minds of 
the boys and the girls in the life of our land, and no one can gainsay 
the fact that there is no other influence or other combination of influ- 
ences that begin to reach the mind of our youth, where we know the 
integrity of the future of the Nation lies, than at the point of religious 
literature, and the literature that is of this classification. 

Therefore, we feel, sir, that even though costs are going up, and even 
though it is true that our churches, as well as other organizations in 
the life of the land, have to bear their costs, we see and want to make 
clear the fact that we have an unusual problem on our hands, there- 
fore; and we shall have to limit the amount of literature that goes out 
if there is an increase in the cost made because of an increase of postal 
rates. 

Mr. Mituer. How far would we go with this field, then? The book 
people are going to come in here and tell us of the value of the dissemi- 
nation of knowledge through books, and you and I cannot deny or 
cannot gainsay it. The whole field of our democracy is built upon the 
firmer education and the dissemination of information and knowledge 
that you get; that is the whole basis of our form of democracy. 

Now, books, and even those publications that go for profit, make for 
profit, help spread this thing, on the whole. 

Just where are we going to draw a line? 

Dr. L. W. Smiru. I think that you are right in your insight, that 
there are many, many other elements that have a constructive contri- 
bution to make, and each of them should be considered on its merits. 

I do think, however, that there is a clear definition of this classifica- 
tion of this type of literature, which is subsidized constantly out of 
the giving of folks in a nonprofit organization, for the dissemination of 
education and information at the point of formulating and helping to 
nurture the minds of our youth in the essentials of our own Christian 
democracy. 
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I think, therefore, on this basis, there is a justification for the same 
recognition of the preferential rate to be applied for the common good. 

Mr. Mitxier. Then you go further on this, and you do limit it, you 
say, to this form of information that is being sent out to the minds of 
our youth to condition them to the conditions of democracy. Where 
are we going to take them from there, then? We have to maintain 
this thing, and democracy is a live and vibrant thing, and it has got to 
be maintained and nurtured, and it is nurtured on education. Are we 
going to say, then, that the lay publications that are nonprofit in 
nature and are doing this thing, we should also give the same considera- 
tion as we give religious publications? 

Dr. L. W. Smrrx. While I am speaking for this group, you are 
asking me personally what I think, and 1 would say—— 

Mr. Mituer. Personally, you are representing a group, and I am 
trying to plumb this thing to my own satisfaction. We have to make a 
decision here. Although I am only one of those who are going to do it, 
I would like to know in my own mind where you are going to draw the 
line, that is, on the people who are going to get this highly preferential 
rate that we now establish for these cultural publications. 

Dr. L. W. Smiru. I would think the line which has been suggested, 
and which has been recognized, is a proper line, sir, where it applies 
to the distribution of religious, educational, and fraternal magazines 
from nonprofit organizations and without profit. 

Mr. Miuuer. It is without profit? 

Dr. L. W. Smirn. Yes. And I think that that is the clear line of 
differentiation. 

Mr. Mier. I have always felt that. 

Dr. L. W. Smirx. Mr. Chairman, I would like, if I may——— 

Mr. Gross. You said a few moments ago that you hoped universal 
military training would be coming in. 

Colonel Waker. I was speaking personally, and I represent a 
church group which has never opposed universal military training. 

Mr. Gross. You said, “I hope universal military training will be 
coming in.”’ 

Colonel Waker. I certainly do, and I have favored it for 30 years. 

The Cuatrman. I will agree with the gentleman, too. 

Mr. Gross. Of course, I do not agree. I do not think that we 
should be subsidizing publications on this basis to go out and pro- 
pagandize for universal military training. 

Mr. Miuuter. You would not deny the privileges of this rate to 
the American Legion or the Veterans of Foreign Wars publications, 
would you? 

The CuatrmMan. That has no connection with it. 

Colonel Waker. That was a purely personal interjection on my 
part, and it was my personal views. 

Mr. Armstrona. It was not spoken after consulation with the 
Baptist brethren? 

Colonel Waker. It was not. 

Dr. L. W. Smirx. I would like to present Roy L. Smith, who 
represents the Methodist Publishing House, the Methodists of our 
country. 
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STATEMENT OF DR. ROY L. SMITH, REPRESENTING THE 
METHODIST PUBLISHING HOUSE, NASHVILLE, TENN. 


Dr. R. L. Smiru. I have a statement that I would like to submit. 
, 7 . . . 

The CuarrmMan. The statement will be included in the record. 
(The statement is as follows:) 


SrTareEMENT Re H, R. 2982, py Roy L. Smiru, Representinc THE Meruopisr 
CHURCH 


The Methodist Church, with a membership of 8,935,647 people, is profoundly 
concerned in the case of H. R. 2982 because of the effect the proposed doubling of 
second-class postal rates will have upon the churches of America, not only Metho- 
dist churches, but all churches, Protestant, Catholic, and Jewish, alike. 

The Methodist Chureh owns and operates the Methodist Publishing House for 
the purpose of providing the necessary official literature and teaching materials 
used in its 37,912 church schools which have a total enrollment of 5,366,848 pupils. 
Upward of 80 percent of these schools are found in rural areas, small towns, and 
the open country. The average Methodist Church school consists of a number of 
children’s classes, two or three youth groups and usually one class of adults. 
Attendance consists largely of children and young people. 

The study materials used by these classes consists largely of periodicals which 
are shipped in bulk under second-class postal rates for redistribution to the 
pupils in their classrooms. They are paid for, except in very rare instances, out 
of the pennies, nickels, and dimes contributed by the pupils themselves. 

The Methodist Publishing House, of which I am one of the two executive 
managers, is a nonprofit institution, The prices of literature are set at the 
lowest level consistent with solvent operation. Doubling postage rates on this 
literature will force a substantial increase in prices to the church schools. These 
schools cannot pass the increase on to the consumers; the consumers in this 
instance are the children and young people themselves. 

In the light of these facts, the treasurers and secretaries of the small Sunday 
schools face a very simple but very stern dilemma. Any appreciable increase in 
the cost of teaching materials must be offset by a lowered consumption. This 
means less adequate instruction for the children, 

The influence of the church in American life depends largely upon its teaching 
program. Its teaching program depends upon its literature. Anything which 
restricts the distribution and use of church literature is a serious attack upon the 
moral and spiritual welfare of the American people. Demands upon the churches 
have never been greater than they are today. The effect of curtailing religious 
literature will be felt immediately in every city, town, village, and crossroad in 
America, 

My appeal to you, therefore, is that you continue to recognize, as our Gov- 
ernment always has done, the vital stake we have in our churches and in adequate 
religious education for our children and vouth. I am appealing to you to recog- 
nize the preferred status of the religious literature published by the churches and 
nonprofit institutions by permitting them to continue the present postal rates 
unaffected by the increases proposed in H. R. 2982. 

Permit me to remind vou of certain facts in further support of this appeal which 
may escape vour attention: 

1. Religious literature, for the most part, carries no advertising. 

2. Church schoo! literature costs less for the Post Office Department to handle 
than average second-class matter because church school literature is mailed in 
bulk. The church schools distribute the individual pieces to pupils in the class- 
room, Many very valuable religious magazines and church papers do mail single 
copies in volume and merit the same consideration as church school literature’ but 
the average cost of handling second-class religious literature is less than the 
average cost of handling all second-class matter. 

3. According to the best estimates I have been able to gather, H. R. 2982 in 
its present form will add approximately $1,000,000 to the postage bill of Protestant 
chureh literature, or one and one-half million dollars for Protestant, Catholic, 
and Jewish combined. In a Post Office Department deficit of $521,000,000 the 


entire religious literature of all the churehes, Protestant, Catholic, and Jewish 
combined, would contribute less than three-tenths of 1 pereent through increases 
provided in H. R. 2982. To exempt religious literature from the proposed 
increases on second-class matter, therefore, would be a relatively insignificant 
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sacrifice of income, and in view of the enormous contributions made to the moral 
and spiritual welfare of our country, not only today, but also to our country of 
tomorrow, we would, in my opinion, be penny-wise and pound-foolish if we 
neglected to make this provision for the religious literature of our churches. 

4. This appeal is not for something which is new and without precedent. Our 
Government, our Congress, and our Post Office Department always have given 
special recognition to the value of religious literature. I am urging that you 
not neglect to continue that policy. 

5. As one of the two executive managers of the Methodist Publishing House, 
I am an employee exactly as is every other person associated with its operation. 
No individual owns any stock in it, and no individual can profit from its operation. 
The effect of H. R. 2982 will go directly to the churches, the Sunday schools and 
their pupils. Our appeal is for them and in no way influenced by selfish interests. 

The religious life of our people is nurtured also through books. The Methodist 
Church, like most other churches, is a publisher of books that tries to build a 
stronger, more vital, and more spiritual America in war as well as in peace. In 
the last war the Methodist Publishing House produced over 1,200,000 copies of 
the book, Strength for Service to God and Country, which was used by our 
fighting forces at home and in every theater of operations. We are greatly 
concerned about the discriminatory postage rates on books as compared with the 
rates on reading matter in periodicals. We hope you will find a way to correct 
that inequity, but we do not ask for any special consideration for religious books 
not accorded to all books. 

Our appeal is for the religious literature which is mailable as second-class matter; 
it is essential to the teaching program of the churches. 

Dr. R. L. Smirn. Let me say, first of all, that representing this 
group, we are all highly appreciative of the preferential status that our 
type of material has enjoyed since 1879, and we are asking only that 
that status should be continued, and that your recommendations or the 
recommendations of this committee should make provision for that. 

I would like to state, in the second place, that what we are asking 
in this matter applies not only to Protestant material, but to Catholic 
and to Jewish material as well, for the same rule and the same provision 
applies to all of those groups. 

I would like to suggest a third thing, which is of very great import- 
ance, it seems to me: That no individual here who has presented the 
case here this morning stands to profit by one penny or to lose by one 
penny by any action that you take. We are all employees of our pub- 
lishing houses. Whatever increase in rates might possibly be assessed 
against this literature will have to be paid ultimately in the nickels and 
the pennies and the dimes of little children. 

The only way in the world that this literature can be paid for is by 
the collections that are taken inside of the Sunday schools; with very, 
very rare exceptions, the cost of the literature is met by the collections 
that are taken in Sunday schools. 

There is a pertinent fact right there: That the child goes to Sunday 
school, and he asks his father for something for the collection, and 
his father gives him pennies; and that has been done for years and 
years and years and years. Candy bars have gone up to 6 and 7 
and § and 10 cents, and other things that the child buys, but the 
child continues to carry pennies to Sunday school. 

The statistics, I think, would show that the income from the 
Sunday schools, outside of the adult departments, have not materially 
increased during the last few years, when there has been a general 
new attitude toward money. 

There is one fact that has not been mentioned here. According 
to the best estimates that I am able to make on the basis of informa- 
tion that has come to me, if this preferential status were removed, 
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it would add approximately a million and a half dollars to the post- 
office revenues for all Protestant, Catholic, and Jewish materials. 
That million and a half dollars estimate is reached on the basis of 
the total poundage handled by the post office for the three groups. 
That million and a half dollars, out of a deficit of $521 million, 
amounts to about three-tenth of 1 percent. 

You asked, Mr. Chairman, I think a little while ago from Mr. 
Routh, or perhaps it was Mr. Rees who asked the question, as to the 
number of subscriptions that have been taken for private circulation. 
Practically all of these publications have a subscription rate by which 
individuals can subscribe. We, representing the Methodist Publish- 
ing House, have Baptist, Presbyterians, and others who want individual 
copies for comparison and inspection. Out of our circulation of 
4,600,000, Mr. Jackson, our circulation manager, tells me that the 
total number of individual subscriptions is something less than 
30,000. 

We are highly appreciative of the thing that has been done through 
the years. Without the thing that has been done, we would never 
have been able to do the thing that we have done in providing religious 
material for the education of children. 

Mr. Routh made reference to the small churches; and keep in 
mind the fact that the churches in these small communities are 
almost without exception the core of these communities, the social 
life and the cultural life, and a very large part of all of the constructive, 
creative life of these small communities revolves around the church. 

The question has been raised as to revenue, profits, earnings, 
surplus, and so on. All of these institutions are nonprofit. The 
Methodist Publishing House aims to operate only on a solvent basis, 
and wherever a savings can be made it is passed on to these Sunday 
schools. 

That is true of every other one of the publishing houses, and every 
one of the other denominational publishing houses. 

And, Mr. Miller, in answer to your question to Dr. Smith a moment 
ago, as to where you draw the line, | am answering now personally 
and not as a representative of a publishing house, but as one who has 
been in the newspaper business for a long time, and it would seem to 
me that the line that has stood since 1879 would be a safe line. 

All of these magazines, agricultural and others, make a contribution 
to the morale and to the educational and the cultural life of the Nation. 
I am well aware of the fact that the amount of poundage represents 
a very considerable burden upon the post office. We, on the other 
hand, as publishers, have undertaken to cooperate with the Post 
Office Department and reduce that burden, and it has been to our 
advantage, of course, and it is always true that a cooperative effort 
is of advantage to both sides of the enterprise. 

We are asking for one thing, and only one thing, and we are asking 
for it in the name of the children, and for the children who ultimately 
are the ones who pay the bill. 

And let me say that Mr. Jackson gives me the exact figure of slightly 
in excess of 66 percent of our total product that goes into the hands 
of children, and it is paid for, in turn, by children. 

An increase of rate would make it necessary for us to go back to 
those Sunday school secretaries and treasurers, and they would face 
the stern dilemma of either cutting down the amount of material 
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that they were using, or going out and finding the revenue somewhere 
else; and on the basis of present collections, that can’t be done. It 
means a reduction in the amount of material. 

We are asking for one thing. We are asking for it for this type of 
literature, and we think that others, such as agricultural magazines, 
are able to present their case. And we are asking that the present 
status be retained. 

Mr. Mriuer. I do not think any of us are trying to disturb that line 
of demarcation, and I think it is a very fine one and it should be 
preserved. It is merely a matter of leaving that line in, but raising 
all of the rates. It leaves it, as 1 have said, in its same relative 
position. 

Now, do you feel that these rates should not be disturbed, and 
further preference should be given them by leaving that group in the 
present status and then going out and raising this money from other 
sources within the Post Office Department? 

Dr. R. L. Smrru. I would not presume to suggest to this committee 
what its function is; the committee is entirely able. But you said 
that you wanted light in your own mind. 

Mr. Miiier. That is right, and I want it now, because I, Doctor, 
feel a little this way: When I first went into legislative work, many 
years ago, I took things a little more seriously, and I remember a 
man calling me up once and telling me that the great trouble, and the 
place to solve the economic problem during the depression, was a 
greater distribution of wealth. And I said, “Well, all right, we have 
all heard that,’’ and I said, “How are you going to bring that about, 
and will you make some suggestions to me?’’ And remember, I was 
a green young legislator. And he said, “I am a thinker, and I don’t 
think these things out. I tell you what the solution is, and I leave 
that to you to do it.” 

Now, in your particular case, I wish that you would give me, or 
assume that I have any greater amount of brains or ability to do this 
thing than you have, and you have made the statements and I have 
asked you then the specific question: Should we say, “All right, we 
will increase the preference and we will leave this one group alone, and 
raise all of the others’? Or, having accepted the line, and no one is 
going to break the line, should all of these things come up to meet 
this $500 million that we have to meet someplace? Because I will 
assure you that there are people who are just as strong to urge us to 
meet this thing as there are people who plead to keep the status quo. 
We take a beating both ways. 

Dr. R. L. Smirx. That is right; I understand that. 

Mr. Miuuer. Can you answer me: Should we leave this group of 
cultural magazines alone at a low rate and not disturb it, and raise 
all of the rest? Or should we keep it in its same proportion to the 
others that we have since 1879, and subsequent, and raise them all 
a certain proportion again? 

Dr. R. L. Smirx. You asked that question as a personal question, 
and I answered it in a personal way; and I think to do that could be 
justified, and I think it could be defended, and I think it would be 
accepted as a reasonable defense by the American people. 

Dr. L. W. Smirx. That is exactly what we have asked: that you 
continue to recognize the preferential status of this class, and leave it 
without any postal raise, so far as the second-class matter is concerned. 
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Mr. Mitier. Then we are giving it a double break, because we 
already recognize it as such, but we are going to take it out of the 
general train of affairs and put it on the sidetrack, and let the whole 
train go through, and are not putting it in its preferential position 
in the train. 

Dr. L. W. Smirx. You have stated it one way, and I will put it 
the other way: that we believe that all of the factors in the light of 
our land are such that we ought to be able to see more clearly than 
those who have gone before us how necessary this is; and therefore, 
that this is the kind of preferential treatment that we believe is 
justified. ; —r 

The CuatrmMan. Now, Doctor, this bill continues the preference 
given these nonprofit publications. 

Dr. L. W. Smirx. We are asking that it be amended, sir, to provide 
that there be no raise for this class in second-class postal rates. 

Mr. Hacen. As a matter of fact, the American people have accepted 
the policy since 1879, of giving a preferred low rate to such publica- 
tions as yours; and further, it is a fact some foreign countries through- 
out the world do not charge any postage whatever for religious pub- 
lications; and they, too, find it a policy that is worth while to their 
country, of giving exceedingly low rates or no charges at all for 
religious publications. 

Mr. Mriuer. Which countries are those, just for the record? 

Mr. Hagen. It was in the hearings 2 years ago, and I do not recall 
the names of the countries, but the hearings will show that, and it 
was given to us 2 years ago. 

Colonel Waker. That is true in Italy, Mr. Miller. 

Mr. Hagen. Some South American countries also have that policy. 

Now, the argument is often brought to this committee that because 
of the fact that commercial publications are increasing their rates, 
advertising rates, and their income has increased, they can afford to 
pay the increased postal rate. And now vou people come in with a 
story that your income has not been increased, and your profits, if 
any, have not been increased, and in fact, they may be less because 
of increased costs, and your income from the children in the Sunday 
schools is not any more than it has been. So if the argument before had 
any bearing at all on the problem, then we have no argument that 
vour rates should be raised, because you are not getting any increased 
income from the school children, and your costs have gone up. Asa 
matter of fact, vour job is more difficult today than it has been at 
any time before. Is that not correct? 

Dr. L. W. Smrrx. A study made of our resources indicates that the 
income for Sunday school or church has not gone up nearly as rapidly 
as the increased costs. 

Mr. Hagen. And if you raise a certain group 500 percent and you 
only raise another group 400 percent, vou get a preferred position, 
but that raise, whatever it might be, whether it is 100 percent or 50 
percent, regardless of how preferred that may be, is a disaster in your 
case. So I cannot see where you can correlate the two together at 
all. If vou are entitled to be exempt or given a preferred position, 
it should be given on the basis of what it has been in the past; and if 
it is a low rate, it should be continued at a low rate. 

So that is my position. 
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And I think another thing, in your opinion, Dr. Smith, you were 
asked how this could be paid for; and my solution is, and always has 
been on these preferred publications, that the taxpayers of the whole 
country pay for it. It comes out of the Treasury, because it is for 
the Nation’s good and it is for the public benefit. So that if there is a 
deficit on your type of publication, it is paid for by the Treasury of the 
United States, by all of the taxpayers of the country who pay income 
taxes and other taxes. That deficit in the Post Office Department is 
paid for by the Treasury and by the people. So, in that way it is 
spread out all over all of the people, and it carries out the principle 
that we all advocate, | presume here, of paying taxes on the basis of 
those most able to pay. 

How are those moneys raised? Income taxes are paid by the 
people who are most able to pay. Therefore, any preference given 
to the publications of your kind, and to the Sunday school children, 
comes from the General Treasury, and it is paid for by all of the people, 
which in my opinion is a good thing. 

Mr. Mitier. Would you include just the religious publications, 
or would you include the agricultural and the other cultural groups 
in the same thing? 

Mr. Hacen. I would include all those that are nonprofit ;and further- 
more, those that are for the public good, I would also have a pre- 
ferred list. 

The CaarrmMan. Whether they are nonprofit or not? 

Mr. Hacen. Well, it is a fine line. 

Mr. Mitier. Including the newspapers? 

Dr. L. W. Smira. I want to thank you very much on behalf of my 
colleagues and myself, and you have been most gracious and we do 
want to express our sense of appreciation. 

The Cuartrman. Is Mr. John B. Gordon here? 

Is Mr. Paul Spivey here, and the others? 

We cannot reach you today, Mr. Gordon, on account of the House 
meeting early, and there is a quorum ¢all in progress now, but we 
will take you the first thing in the morning, at 10 o’clock. You will 
be the first witness in the morning. 

Mr. Gorpon. That will be splendid, sir. Thank you. 

(Whereupon, at 11:20 a. m., the committee recessed until 10 
a.m. Thursday, March 15, 1951.) 

















POSTAL RATE REVISION 





THURSDAY, MARCH 15, 1951 


House oF REPRESENTATIVES, 
ComMITTEE ON Post Orrice AND Civit Service, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHarrMAn. The committee will be in order. 

This morning the committee is in receipt of statements from J. V. 
Horton, legislative representative of the National Association of 
Postal Supervisors, recommending the enactment of the pending 
legislation, H. R. 2982; a statement from Mr. Forbes McKay, vice 
president of Farm and Ranch Publishing Co., Nashville, Tenn., in 
opposition to the legislation, and from Mr. Fillmore H. Sanford, execu- 
tive secretary of the American Psychological Association, Inc., Wash- 
ington, D. C., protesting the legislation. 

These will be included in the record at this point. 

(The statements referred to are as follows:) 


STATEMENT OF J. V. Horton, LEGISLATIVE REPRESENTATIVE, NATIONAL 
ASSOCIATION OF PosTAL SUPERVISORS 


Mr. Chairman and members of the Committee on Post Office and Civil Service, 
my name is Jesse V. Horton, legislative representative of the National Association 
of Postal Supervisors, whose membership comprises more than 16,000 postal 
supervisors, including assistant postmasters, in first and second class post offices 
in every State and Territory. 

For several years past, the expenditures in the operation of the postal service 
have exceeded the postal revenues by large amounts, notwithstanding economies 
and increasing man-hour production in all postal operations. The cost-ascertain- 
ment procedure used in the postal service, which we sincerely believe to be the 
most accurate system that can be devised for determining the cost of handling 
the various classes of mail and performing the many special services, clearly 
shows that the rates and fees now in effect, and which have not been materially 
increased for many years, produce revenues far less than the cost of rendering 
service on all mail except first-class letters and on all special services except postal 
savings. 

Prices of commodities and services in every line of business and industry have 
risen materially during recent years and we sincerely feel that the proposal for 
increasing rates and fees, as embodied in H. R. 2982, is logical and in line with 
established practices and principles of good business. 

We therefore, urge favorable consideration of this bill, H. R. 2982. 





[Night letter] 


NASHVILLE, TENN., March 13, 1951. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C.: 
Regret exceedingly that the airlines canceled my flight so that I cannot make 
my scheduled appearance before your committee on Wednesday morning, March 
14. Following is a summary of a statement I would have presented: 
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Farm and Ranch-Southern Agriculturist, published at Nashville, Tenn., is a 
farm magazine circulating in 15 Southern States and reaching more than 1,290,000 
families. This is the greatest circulation enjoyed in the South by any magazine 
of any kind. 

Its importance to the national economy in time of emergency may be better 
understood when it is known that the majority of its subscribers depend on it 
for advice on farm and ranch management and for news of the latest develop- 
ments in southern agriculture. It is a means of reaching more than 1,290,000 
southern and southwestern families with any message which is important in 
mustering farmers and ranchers in concerted effort to produce the crops and 
livestock needed in this or any other national emergency. 

There are more than 50,000 copies used in southern classrooms every month by 
vocational agricultural high-school teachers, and the mobilization of boys and 
girls in each farm and ranch community can be very important in the national 
economy. 

Farm and Ranch-Southern Agriculturist has from 125 to 150 families whose 
sole livelihood is dependent on its payrolls. In addition there are also a great 
many subscription agents who get their living altogether or in part by selling 
subscriptions. 

These facts are recountered because the bill to increase second-class postal rates 
on our magazine would place such a burden on our company that it is likely that 
Farm and Ranch-Southern Agriculturist would have to cease publication along 
with all other farm magazines which have 100 percent distribution through the 
United States post office and have no newsstand circulation. 

This is a serious matter to Farm and Ranech-Southern Agriculturist because 
our second-class postage bill has exceeded our annual profit in our best profit year 
as well as for each and every year for which we have a record. 

Respectfullysubmitted. 

Farm AND Rancu PuBLisHIna Co. 
Forspes McKay, Vice President. 





AMERICAN PsyCHOLOGICAL ASSOCIATION, INC., 
Washington, D. C., March 12, 1951. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 

My Dear ConaressMAN Murray: In considering H. R. 2982 and the possi- 
bility of increasing postage rates on second-class mail, I hope that the Post Office 
and Civil Service Committee will give careful thought to the effects that the 
proposed increase will have on the nonprofit educational, religious, and scientific 
associations of the country. I am not asking for the opportunity to present 
oral testimony at the committee’s hearings. But I hope that this letter will be 
made part of the record and that the bill can be modified to eliminate the very 
greatly increased charges which will have to be borne by these nonprofit associa- 
tions if second-class rates are increased to the extent presently contemplated. 

There are in the United States a great many small nonprofit associations de- 
voted to the support of scientific research and to the dissemination of research 
findings to scholars and other research workers in the fields represented by these 
associations. Scientific publications are issued in relatively small numbers and 
are distributed primarily to libraries and individual scientists. Some of them 
occasionally carry advertising in small amounts, but advertising matter is seldom 
a major source of revenue and never the reason for publication, The organizations 
which publish these periodicals have been very greatly helped by the privilege of 
mailing at second-class rates and it was, I believe, the original intent of Congress 
to aid in the dissemination of such knowledge when the second-class category of 
mail was originally established. 

Most of these organizations operate on limited budgets which are already badly 
strained by increased printing costs. The American Psychological Association, 
which I represent, annually pays approximately $3,600 in postage for the mailing 
of the 10 psychological journals which it publishes. These journals are all 
classified under the provisions of paragraph 4 of section 538 of the Postal Laws and 
Regulations. Consequently the rate of postage is 1}4 cents per pound regardless 
of the zone in which delivery is made. he rates contemplated in the present bill 
would very greatly increase the total cost to the association of mailing its journals. 
The increase, as I have computed it, would be greater than the surplus of income 
over expense of the association for any but 5 of the 57 years of its existence. 
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We recognize the need for increased revenue and are willing to have the second- 
class rates adjusted to place the handling of such material on a more nearly self- 
supporting basis. We can absorb a moderate increase in the postage rates which 
we pay. But we strongly recommend the retention of the type of provisions now 
contained in paragraph 4 of section 538 of the Postal Laws and Regulations. The 
retention of those provisions will affect gross revenue to a relatively small! extent, 
but to a very great extent will help the country’s scientific associations to continue 
their present work. The retention of those provisions would, therefore, be in 
keeping with one of the origina! purposes of the establishment of the category of 
second-class mail. 

Very sincerely, 
(Signed) F. H. Sanford, 
(Typed) Fittmore H. Sanrorp, 
Frecutive Secretary. 


The CHarrMan. The first witness this morning is Mr. John B. 
Gordon, of the Progressive Farmer Co., Raleigh, N. C. 

I understand Mr. Gordon is representing the Agricultural Pub- 
lishers Association, of Chicago, Ill. 

We will be glad to hear from Mr. Gordon. 


STATEMENT OF JOHN B. GORDON, OF THE PROGRESSIVE FARMER 
CO., RALEIGH, N. C., REPRESENTING THE AGRICULTURAL PUB- 
LISHERS ASSOCIATION, CHICAGO, ILL. 


Mr. Gorpon. Mr. Chairman and gentlemen of the committee, my 
name is John B. Gordon, of the Progressive Farmer Co., publishers 
of the Progressive Farmer, of Birmingham, Ala.; Raleigh, N. C.; 
Memphis, Tenn.; and Dallas, Tex., with a combined circulation of 
1,167,076 copies per month, confined to the 14 Southern States. 

I am appearing before the House Post Office and Civil Service 
Committee on behalf of the Agricultural Publishers’ Association. 
Thirty farm publications representing 51.1 percent of the total Audit 
Bureau of Circulations farm publication circulation in the United 
States are members of this association. 

99.98 percent of this combined circulation is mail. A list of APA 
member publications and their location is attached hereto for the 
record. 

(The list referred to is as follows:) 


Member farm publications of the Agricultural Publishers Association, Chicago, 
lil: 
American Agriculturist, Ithaca, N. Y. 
The Arizona Farmer, Phoenix, Ariz. 
California Farmer, San Francisco, Calif. 
Capper’s Farmer, Topeka, Kans. 
Colorado Rancher and Farmer, Denver, Colo. 
The Dakota Farmer, Aberdeen, 8. Dak. 
Farm and Ranch-Southern Agriculturist, Dallas, Tex., Nashville, Tenn. 
The Farmer, St. Paul, Minn. 
The Farmer-Stockman, Oklahoma City, Okla. 
Hoard’s Dairyman, Fort Atkinson, Wis. 
The Idaho Farmer, Boise, Idaho. 
Kansas Farmer, Topeka, Kans. 
Michigan Farmer, Cleveland, Philadelphia, East Lansing. 
Missouri Ruralist, Topeka, Kans. 
Montana Farmer-Stockman, Great Falls, Mont. 
Nebraska Farmer, Lincoln, Nebr. 
New England Homestead, Springfield, Mass. 
The Ohio Farmer, Cleveland, Philadelphia, Fast Lansing 
The Oregon Farmer, Portland, Oreg. 
Pennsylvania Farmer, Cleveland, Philadelphia, East Lansing 
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Poultry Tribune, Mount Morris, Il. 

Prairie Farmer, Chicago, Ii. 

The Progressive Farmer, Birmingham, Ala., Raleigh, N. C., Memphis, 
Tenn., and Dallas, Tex. 

The Southern Planter, Richmond, Va. 

Successful Farming, Des Moines, lowa 

The Utah Farmer, Salt Lake City, Utah 

Wallace’s Farmer and lowa Homestead, Des Moines, Iowa 

The Washington Farmer, Spokane, Wash. 

The Western Farm Life, Denver, Colo. 

Wisconsin Agriculturist and Farmer, Racine, Wis. 

Mr. Gorvon. These 30 farm publications serve 10 million readers 
regularly. 

H. R. 2982 as written would place an unbearable burden upon farm 
publications because they are virtually 100 percent dependent upon 
the mails and due to the fact that their publishers have contracted 
with millions of farm families to continue delivering their copies for 
an average period of 4 to 5 vears. It would be impossible for agricul- 
tural publishers to pass on increased postage costs to subscribers 
immediately. Nor can advertising rates be stepped up too rapidly. 

Insofar as there is any subsidy to the farm press through our con- 
tribution to the post-office deficit, it is a subsidy to farmers themselves. 
It is through long-term subscriptions at low prices that farm publica- 
tions have acquired such a high degree of readership. 

Farms are scattered in remote mountain counties; in thinly settled 
coast counties; in out-of-the-way cattle ranges. This makes it very 
costly to sell subscriptions to them by agents, irrespective of subscrip- 
tion price. 

Hence, most subscriptions to farm publications have been sold for 
periods of from 3 to 5 years. It is a more economical term. The 
farm press is committed to serve all unexpired subscriptions at the 
prices sold. 

The United States Government needs strong farm publications to 
promote and explain its own program to the maximum number of 
farmers. Agriculture and farm practices are highly diversified and 
specialized by regions. National, regional, State, and specialized 
farm publications are required to serve the peculiar needs of such a 
diversity of subjects and crops. 

I have placed before the committee members various copies of the 
farm publications, representing diversified types of editorial content. 

The farm press is set up to serve and does serve all phases of agri- 
culture in the United States. 

The Progressive Farmer, for instance, finds it necessary to publish 
five separate highly localized editions to serve the various types of 
agriculture in the South. A number of others are broken up in a 
similar manner. The power of the farm press comes from sincere 
service to its readers. 

Survey after survey shows that the farm family depends more 
upon farm publications for information of practical help in their 
farming operations than any other medium. 

For an example, I attach hereto a personal interview survey con- 
ducted by the Association of National Advertisers among 2,907 
farmers. The question was asked: “From which of these sources, 
State and Government bulletins, manufacturers’ literature, news- 
paper, radio, do you get the most practical help in your farm opera- 


tions?” 
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The result on first and second choice mentions was: Farm papers 
and farm magazines, 62 percent; radio, 49 percent; newspapers, 34 
percent; manufacturers’ literature, 11 percent; and State and Gov- 
ernment bulletins, 44 percent. 

Due to the fact that practically all copies of farm publications go 
through the mails, postage is one of the largest cost items in farm 
publishing. The Progressive Farmer, for example, paid $211,046.07 
in second-class postage in 1950. 

Under H. R. 2982 this would be increased to $316,569.11 the first 
year, to $369,330.62 the second year, and to a grand total of 
$433,092.14 the third year. These increases over present rates closely 
approximate the annual profits after taxes that the company has 
enjoyed during its most profitable year of operation. 

I have checked with nine representative publishers who are mem- 
bers of APA. In the case of two, a 100-percent increase in their 
second-class postage bill would exceed their profit by several thousand 
dollars. In every case the 100-percent increase in rate would reduce 
annual profits to a bare minimum, thus endangering their successful 
operation. 

It is significant that in this study we find that profits of most farm 
publications amount to just about twice the amount of their present 
second-class postage costs. A 100-percent increase would put all of 
them on a nonprofit basis or dangerously close thereto. 

Farm publishers generally are willing to do their share toward re- 
ducing the Post Office Department deficit. They would be willing 
and in most cases able to absorb or pass on a reasonable increase. 
They cannot absorb or pass on to their readers and advertisers a 50- 
percent or a 100-percent increase in 3 years’ time. 

I think the majority would accept without undue concern a maxi- 
mum 30-percent increase if spread over a 3-year period of 10 percent 
each year. 

With nearly all costs going up, we think it quite proper that the 
Government should charge more to carry our publications in the mails. 
We expect some increase, but hope that it will be a reasonable one. 

We respectfully and sincerely urge this committee to give full con- 
sideration to our problems in connection with H. R. 2982 in order to 
preserve and enhance the service the farm press of America is rendering 
1, to the United States Government; 2, to American farm families; 
3, to American business and labor. 

We appreciate and thank you for allowing us to present our side of 
this picture. 

The Cuarrman. Mr. Gordon, you state that the Agricultural Pub- 
lishers Association, which you represent, has 30 farm publications 
associated with the organization; is that correct? 

Mr. Gorpon. Yes, sir; these are their addresses we show. 

The CuarrMan. I presume all of them are profit publications. 

Mr. Gorpon. Yes, sir. 

The CuarrMan. Do you represent any nonprofit agricultural pub- 
lications? 

Mr. Gorvon. No, sir. No nonprofit farm publications are mem- 
bers of the Agricultural Publishers Association. 

The CuarrMan. Will yougive us some of the subscription rates of the 
publications included in these 30 farm magazines that you represent? 

Mr. Gorvon. Yes, sir. 
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The CuHarrMan. For instance, what is the subscription rate of your 
own publication, the Progressive Farmer? 

Mr. Gorpvon. Effective March 15, the subscription rate of the 
Progressive Farmer is 2 years for $1, and 3 years for $2. 

The CuarrMan. How much is it for 1 year? 

Mr. Gorpon. Fifty cents a year. 

The Cuarrman. It is a monthly publication; is that correct? 

Mr. Gorpon. Yes, sir; it is a monthly publication. 

The CHarrMan. What is the average percentage of the advertising 
matter or content in your publication, the Progressive Farmer? 

Mr. Gorvon. The Progressive Farmer runs 60 percent advertising, 
and 40 percent editorial. 

There was a day when virtually all publications ran on a 50-50 
basis but, under present conditions, the most successful publishers 
run on about that basis, 60—40. 

The CHarrMAN. What are your advertising rates? 

Mr. Gorpon. Our advertising rates are $4,100 a page. That, sir, 
is gross. 

The Cuarrman. The Progressive Farmer has been a very successful 
publication from a financial standpoint, has it not? 

Mr. Gorpon. Yes, sir. 

The CHarrMaAn. You have made money over the years. 

Mr. Gorpon. We have made money over the past several years. 

The CuHarrman. This is Mr. Clarence Poe’s publication. Is he 
still editor of it? 

Mr. Gorvon. Yes, sir. 

The CHarrmMan. Have the advertising rates increased over the 
period of the last 10 to 15 years? 

Mr. Gorpon. Yes, sir. 

The CHArrMAN. Can you give us some information about that? 

Mr. Gorpvon. We have gone up since 1940 roughly 15 percent. 
Our increase in 1951 over 1950 was 4.6 percent. 

The CuatrMan. How long has you subscription rate been the same 
as it is at the present time? 

Mr. Gorpon. The figures I gave you are current, just as of March 
15, this year. 

Prior to that, we have been 5 years for a dollar, as most farm 
publications have been over a long period of years. 

The CuarrMan. These new rates are going into effect as of today; 
is that it? 

Mr. Gorpon. Yes, sir. 

The Caarrman. You have been selling subscriptions at the rate of 
5 years for $1 for how long? 

Mr. Gorpon. Since we became a monthly. 

The CuHarrman. That means that you furnished 60 copies of your 
publication for $1; is that right? 

Mr. Gorpon. Yes, sir. 

The Cuarrman. And the average issue of a publication contains 
anywhere from 75 to 100 pages; is that right? 

Mr. Gorpon. I would say 60. 

The CuarrMan. I see the publication that you have here on my 
desk is that of the Progressive Farmer, of January 1951, and it has 
over 75 pages, about 77 pages. 
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Mr. Gorpvon. The spring issues and the fall issues are the larger 
issues, Mr. Murray. The summer issues are the thinner issues. 
That is not only true with us, but with all farm publications. 

There are about 3 months in a year when farm publications are 
pretty slim. 

The CuarrMan. How long do you say that you have been giving a 
subscription of 5 years for $1? 

Mr. Gorpon. Since 1930, until today. 

The CuarrMAN. And prior to 1930, what was your publication? 
Was it monthly? 

Mr. Gorvon. Semimonthly, and prior to that we were a weekly. 
And the rates, of course, were higher. 

The CuHarrRMAN. Can you give us any information about some of the 
subscription rates of the other publications which you represent as the 
representative of the Agricultural Publishers Association? 

Mr. Gorpon. Yes, sir. 

I think that the highest rate charged for any farm publication is $2 
a year and that the average, for all APA member publications, would 
be right at 50 cents a year, and 2 years for a dollar. 

The Cuarrman. Do any of these other publications give a sub- 
scription of 5 years for $1? 

Mr. Gorpvon. I do not think there are any left today that give 
5 years for a dollar. 

The CuarrMan. How much do you say that the postage bill of the 
Progressive Farmer was last year? 

Mr. Gorpon. $211,000 in 1950. 

The CHatrman. Is that your total postage bill, or is that just for 
second-class postage? 

Mr. Gorpon. That is just for second-class postage. It is $211,046.70 
for second-class postage for the mailing of magazines in 1950. 

The CuarrMan. How many subscribers have you? 

Mr. Gorpon. 1,167,076. 

The CuarrmMan. Are they scattered principally over the Southern 
States? 

Mr. Gorpon. Fourteen Southern States. The circulation map is 
right in the back of the brief I have presented you, giving the circula- 
tion by States and by editions. 

The Cuarrman. Do you think that agricultural publications for 
profit should be given or should be entitled to the preferential rate 
that is now enjoyed by these nonprofit agricultural publications? 

Mr. Gorvon. No, sir; I do not think so. 

The CuarrmMan. You are not asking, then, are you, to be placed in 
the same category, so far as preferential rates are concerned, as non- 
profit a seloalaciel pabliciaiona? 

Mr. Gonntt. No, sir; we are in business for a profit, and we are 
willing to carry as much of the load as we can. 

The CuarrmMan. The reason why I ask you that question is because 
of the fact that when we had the postal rate bill, H. R. 2945, up for 
consideration last year in the House, the agricultural publications 
for profit were given the same preferential rate as the nonprofit 
publications. 

Mr. Gorpon. I know that they were. 

The CuarrMan. I opposed it. I did not think you were entitled to 
the same preferential rate. 
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Mr. Gorvon. I think conditions were different at that time than 
they are today. 

The CuarrMan. You think, do you, that an increase in the second- 
class rate, distributed over a period of 3 years at 10 percent per year, 
would be fair and reasonable? 

Mr. Gorvon. I think so. I think it should be spread on the basis 
of 10-10-10, rather than making it too heavy the first year, making 
it virtually impossible for us to “conform to it without having to cut 
down on the number of employees and use other ec onomy measures 
that would not be good. 

The CuatrmMan. How does your income from subscriptions compare 
to your income from advertising? 

Mr. Gorvon. There is no comparison. 

The CuarrmMan. Are there any other questions of the witness? 

Mr. Miller. 

Mr. Mitier. No questions. 

The CuatrmMan. Mr. Karsten. 

Mr. Karsten. No questions. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsxr. No questions. 

The CuatrrmMan. Mr. Jarman. 

Mr. JARMAN. Yes. 

Mr. Gordon, the recommendation of vour organization is that it 
be 10-10-10 over a period of 3 years; is that correct? 

Mr. Gorpon. Yes, sir. 

Mr. JarMAN. As I understand it, the deficit of the Post Office 
Department in the second-class mail is about $200 million annually. 

Mr. Gorpon. Yes. 

Mr. JArMAN. If this 100-percent increase that has been recom- 
mended over the 3 years is passed, as the bill is now written, it is 
estimated that it would bring in about 40 million dollars. 

If, as you recommend and as your organization recommends, if it is 
made 10-10-10, it would bring in 13 million dollars—12 million or 
13 million dollars—and would leave, say, $185 million deficit in the 
second-class field. 

How do you think we should go about covering the deficit? What 
can we do about it? 

Mr. Gorvon. I do not think that the deficit, in the case of farm 
publications, is a serious matter. We are rendering a service to the 
people throughout the country. The farm publications disseminate 
a great deal and a very high percentage of United States Department 
of “Agri iculture information. They claim that it is their best and most 
economical means of disseminating agricultural information to the 
greater number of farm families in America. 

It would cost the United States Department of Agriculture a great 
deal of money to do that job in any other way. So it is a cooperative 
thing. 

Mr. Jarman. In other words, do you think that the Government 
should be subsidizing this publication to that extent, even with that 
degree of loss? 

Mr. Gorvon. I think that money, if you call it a subsidy, would be 
well spent. 

Mr. Jarman. And taking, for instance, your publication, the Pro- 
gressive Farmer, assuming that a hundred-percent increase is passed 
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over the 3-year period, what do you predict would be necessary for 
your publication to do, then; that is, as to a raise in rates? Or what 
would you say would happen? 

Mr. Gorvon. We would have to pass it on as best we could, but 
we would have to do it gradually. There is a limit to what the traffic 
will bear, because we are in competition with other forms of medium, 
and in setting advertising rates we cannot just arbitrarily set a figure 
that advertisers will pay. 

Mr. Jarman. Can you make any prediction as to how much of an 
increase in subscription price would be necessary if the increase, as set 
out in this bill, is passed? 

Mr. Gorpvon. For so many years, farm publications have been sold 
at such a low price that I am afraid it would take quite a long while, 
regardless of farm income, to increase those rates to the point where 
we could get enough revenue to help offset the increase in postage rates. 

Mr. Jarman. Of course, if this bill is passed as written, then every- 
one else in the second-class mailing field will be working out the same 
problem as vour publication will. 

Mr. Gorpon. Yes, sir. 

Mr. Jarman. Do you think there would be any difficulty with the 
rate that is now being paid by the farmers for your magazine, 50 
cents a year, $1 for 2 years, and $2 for 3 years—which are the rates 
now in effect, as I understand—do you think there would be any diffi- 
culty of raising a rate of that sort a little to take care of the cost of 
carrying this mail? 

Mr. Gorvon. Do you say raise it to this present rate? 

Mr. JARMAN. Your new rates. ‘Those are 50 cents, $1, and $2; is 
that right? 

Mr. Gorpon. Yes. 

Is your question: Do we expect to experience any difficulty? 

Mr. JARMAN. Any difficulty as far as passing a little of that on to 
the subscribers is concerned? 

Mr. Gorvon. We hope that we will not experience any difficulty 
there. 

Mr. JARMAN. As I understand it, then, what you are saving is that 
most of the burden of the increase would have to be carried not by 
subscribers, but through other business operations, through your 
advertising rates, and so forth. 

Mr. Gorpvon. Yes; and other economy measures. 

Mr. Jarman. Have you any suggestions to the committee or to 
any of us, from your knowledge of postal operations, bearing in mind 
that the postal department is now operating under a yearly deficit of 
a half billion dollars, and the problem that the Congress faces now of 
raising the necessary finances for a preparedness program? Have 
you any suggestions as to what we can do to cut down this deficit? 

Mr. Gorpon. It is too big a problem for me, sir. 

Mr. JARMAN. Are you clear on the fact that if, as recommended by 
the Post Office Department, if this bill is passed, that it would raise, 
taking the field of second-class mail, only $40 million, and that there 
would still be a subsidy of $160 million in this particular classification? 

Mr. Gorvon. | am aware of that. 

Mr. JARMAN. So that even if the bill is passed as is, there is a 
tremendous financial problem involved as to what the Government 
can do. 
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Mr. Gorpon. Yes, sir. 

Mr. JARMAN. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Mitier. Mr. Chairman. 

The Cuatrman. Mr. Miller. 

Mr. Miter. Your rates are 50 cents a year and a dollar for 2 years; 
is that right? 

Mr. Gorpon. Yes, sir. 

Mr. Miuuer. Are not the farmers of the country in pretty good 
financial condition right now? 

Mr. Gorvon. Very good. 

Mr. Mitter. Do you not think that in view of the fact that you are 
gathering all this information that is so important to them, that they 
could afford to go on their own without having to get a subsidy or to 
get help from the general treasury of the United States? 

Mr. Gorpon. One would think so. However, farm publications 
have sold at low subscription rates for so many years, and they have 
commitments. The most economical term that a publisher of a farm 
magazine has of selling farm publications is 5 years for whatever the 
price is that it is sold for. 

A 5-year term is the most economical term under which we can 
operate because of the fact that we have to operate on RFD’s and it is 
not like working the urban areas, house to house. 

Mr. Mier. I can appreciate that. But that came into being at a 
time when the farmers were pretty much impoverished, before this 
present growth of farm income. It came into being at a time when 
we were buying a loaf of bread for 5 cents in cities. 

The farmers were not making any money when we paid 5 cents for 
bread. But we pay a lot more for bread now. I am just wonderin 
if the farmer cannot be educated to carry part of his own load instea 
of expecting us to carry his load, as we did back in the days when he 
was rather poor. 

Mr. Gorpon. We think we can do it over a period of years, and we 
think we should. 

Mr. Miuuer. Have you started it? 

Mr. Gorvon. We have started it. 

Mr. Mituer. What is your subscription rate for 5 years? 

Mr. Gorpvon. Our subscription rate for 5 years is $3. 

The Cuarrman. I might state, Mr. Miller, that before you came 
in, Mr. Gordon testified that the new subscription rates were going 
into effect as of today. Up to today they have been selling a sub- 
scription of 5 years for $1 and now * are going to be 50 cents for 
1 year, $1 for 2 years, $2 for 3 years, and $3 for 5 years. 

Mr. Gorvon. That is correct, sir. 

Mr. Miuurr. Of course, over that period that you were selling 
your magazine at a subscription rate that was less, it was only about 
one-third of what it actually costs the Government in postage to carry 
the thing through the mail. 

Mr. Gorpvon. That is about the correct figure, sir. 

Mr. Mituer. Do you feel that farm publications should be given a 
preferential position among other magazines? 

Mr. Gorpon. No, sir. I just answered that question to the chair- 
man. I do not believe you were present then. 








i 





POSTAL RATE REVISION 223 


Mr. Miter. I am referring to such magazines as scientific maga- 
zines. 

Mr. Gorpon. No, sir. We are perfectly willing to carry as much 
of the load as we are able to. 

The CuarrmMaNn. Do you think it should be on the same basis as 
any other profit publication? 

Mr. Gorpon. That is right. 

Mr. Mituer. That is all, Mr. Chairman. 

Mrs. Sr. Georce. Mr. Chairman. 

The CHarrMan. Mrs. St. George. 

Mrs. St. Grorae. Mr. Gordon, would you be willing to see these 
rates increased gradually over a period of 3 to 5 years, let us say, at 
10 cents per annum; that is, the postal rates? Would that help you 
at all? Do you think that would be a fair increase? 

Mr. Gorpon. That would help us a great deal. It would be a 
very fair increase. We could stand such an increase and live with it. 

Mrs. Sv. GeorGe. In other words, you do think it is justifiable to 
have a certain increase, do you? 

Mr. Gorpon. I do. 

Mrs. St. Groras. Thank you. 

The Cuarrman. Mr. Williams, do you have any questions? 

Mr. Wriuiams. No questions, 

The CuarrmMan. Mr. Sadlak. 

Mr. Sapiak. No questions at this time, thank you. 

The CuarrMan. Mr. Hagen. 

Mr. Haaen. Yes, Mr. Chairman. 

Your rates have gone up just recently, you say, as of today; is that 
correct? 

Mr. Gorpon. Yes, sir. 

Mr. Hagen. What is the reason for that? Is it the increased cost 
of paper and wages and so forth? 

Mr. Gorvon. Increased costs, and because we want to cooperate 
on this in every way possible. 

Mr. Hagen. Do you feel that through your publication you give 
the farmer a great amount of service in the way of new techniques of 
operation, new methods of farming and soil tests and conservation, 
and more economical ways of carrying on farming operations? 

Mr. Gorpvon. We know that we do, Mr. Hagen. If you will turn 
right back to the last page of my brief you will see how they feel about 
it as far as various forms of media are concerned. 

Mr. Hacen. Do you carry any material in your publications of a 
nature that would inform the farmers of Government operations and 
programs, such as soil conservation, the AAA’s farm programs, farm 
support programs, and programs concerning fertilizer use, and things 
of that nature? 

Mr. Gorvon. We are the means of disseminating the greater amount 
of United States Department of Agriculture information that goes out. 
We reach more farmers with their program and explanations of their 
programs and practices than any other medium, according to them 
themselves. 

We are the mouthpiece of all Government agricultural agencies. 

Mr. Hacen. You are aware, are you not, of the fact that the 
governmental agencies spend a lot of money for public relations work, 
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propaganda, spreading information, both in this country and through- 
out the world? In some measure you either augment or substitute for 
that sort of program through your publication and other farm pub- 
lications, do you not? 

Mr. Gorpon. If farm publications did not do that, I am positive 
that the United States Department of Agriculture and all other 
Federal agricultural agencies would have to have larger budgets with 
which to operate. 

Mr. Hacen. In other words, you are already carrying part of the 
load of the expense of disseminating information to the farmers, of a 
governmental and Federal nature; is that correct? 

Mr. Gorpon. A big part of it. 

Mr. Hagen. So you are saving the Government to that extent a 
good deal of money. 

Mr. Gorvon. Millions. 

Mr. Hacen. As a matter of fact, you could do a better job, or as 
good a job with less money as the Government is doing itself in many 
cases, in my opinion. 

The price of a loaf of bread has risen from 5 cents to whatever it is 
today over a period of 30 or 40 years; is that about right? 

Mr. Gorvon. Yes. 

Mr. Hacen. In other words, the price of a loaf of bread, or the price 
of any other commodity has increased over 100 or 200 or 300 percent 
over a period of 30, 40 or 50 years. 

Mr. Gorpon. Over a long period of years. 

Mr. Hacen. But here we have suggested a program of increasing 
the rates of postage 100 percent within 3 vears. That is quite a 
different comparison. 

Would you prefer to have a 100 percent increase, or a 50 percent 
increase, Whatever the amount might be, immediately on your rates, 
or would you prefer to have it spread over 3 or 4 years? 

Mr. Gorpon. We could not stand a sudden increase. 

Mr. Hagen. Then you do not agree with Mr. Donaldson, who 
indicated that many publishers are willing to have the increase 
immediately rather than to have it spread over a period of time? 

Mr. Gorpon. In the farm publication field, we just could not pos- 
sibly live under an immediate large increase. 

Mr. Hacrn. Do you feel that your publication is for the public 
good and the interest of the country as a whole, and if your circulation 
was slashed your job would be that much less valuable and effective? 

Mr. Gorpon. Yes, sir. 

Mr. Hagen. Thank you. 

Mr. Rexs. Of course, you do not claim to be in business just to 
provide this information. You are just like anybody else, interested 
in profit. 

Mr. Gorpon. We are in business for profit, sir. 

Mr. Rees. Right. And it is right you should be. 

Mr. Gorvon. We have no apologies to make for that. 

Mr. Rexrs. Certainly. 

The Cuarrman. Do you have any further questions, Mr. Rees? 

Mr. Reus. No. 

The Cuarrman. Are there any other questions of the witness? 

Thank you very much, Mr. Gordon. 

Mr. Gorpon,. I thank you, sir. 
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The CHarrRMAN. Our next witnesses will appear in a group, as 
I understand it. They will be headed by Dr. Daniel A. Poling, 
president and editor of Christian Herald magazine, of New York 
City, who represents the Cooperative Committee of Religious Publica- 
tions. 

Dr. Poling will be accompanied by Mr. Ford Steward, publisher 
of the Christian Herald magazine; Father Paul Bussard, of New 
York City, representing the Catholic Digest; Mr. F. A. Fink, president 
of the Catholic Press Association of the United States, Inc., and 
managing editor of Our Sunday Visitor, of New York City, and Father 
Thomas Meehan, editor of the New World, of Chicago, III. 

If you gentlemen will come and have seats at the table we will turn 
over the presentation of the witnesses to Dr. Poling. 


STATEMENT OF DR. DANIEL A. POLING, EDITOR, CHRISTIAN 
HERALD MAGAZINE, NEW YORK CITY, REPRESENTING THE 
COOPERATIVE COMMITTEE FOR RELIGIOUS PUBLICATIONS 


Dr. Pouring. Mr. Chairman and members of the committee, Mr. 
Edward Grust, managing editor of the National Jewish Monthly, is 
also with us. 

The CuarrmMan. Very well, let him come along, 

Dr. Powina. If it is agreeable to you, the first presentation will 
be by Father Paul Bussard, editor of the Catholie Digest; and, after 
the presentations by the people you have introduced, I shall make the 
presentation for the Cooperative Committee for Religious Publications. 

Then, if it is agreeable to you or if you prefer, so far as we are 
concerned it might be preferable for the committee to ask questions 
after the total presentation of this group. 

The CuarrMan. Very well. You will each complete your state- 
ment before any questions are asked by any member of the committee. 

Dr. Po.tine. Father Bussard, Mr. Chairman. 

The CuarrmMan. We will be glad to hear from Father Bussard. 


STATEMENT OF REV. PAUL BUSSARD, NEW YORK CITY, 
REPRESENTING THE CATHOLIC DIGEST 


Father Bussarp. I have a written statement here, Mr. Chairman. 
The CuHarrMan. Your statement will be included in the record in 
full. 


(The statement referred to is as follows:) 
STATEMENT RE H. R. 2982 ry THE Catuo.ic DiGcEstT 


This statement is made by Father Paul Bussard, editor, the Catholic Digest, a 
religious magazine which has a half million circulation in the United States, which 
exists without any advertising revenue and maintains foreign editions in French, 
Dutch, German, Italian, and Japanese, besides an edition in braille given free to 
the blind. 

The Catholie Digest adds its voice to that of fellow Protestants and Jews in 
religious publishing to ask that the present preferential postage rates for religious 
publications of the second-class be continued as a matter of publie policy. 

I respectfully submit that the following argument. should be carefully considered 
before Congress breaks a tradition so strongly established in our national history. 

Even before the Revolution of 1776, we had plans for our preSent second-class 
rates. The Second Continental Congress in 1775 commissioned Benjamin Franklin 
to organize the Post Office, for which he was to be paid $1,000 a vear. Since then 
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the Post Office has consistently endeavored to supply the people with easy access’ 
to information. That is the purpose of our sontad-dlene rates. A hundred years 
ago there was only one Catholic publication in the United States and it had a 
circulation of 150. In the last century at least 500 publications have been 
launched and they have a circulation of over 14 million, and are read by at least 
50 million people, perhaps by 70 million. All of them began, to a large extent, 
because of the second-class rates. That is the purpose of the rates: easy access 
to information. 

Thus an act of 1836 fixed the cost of delivering newspapers at one-half cent. 
At the same time it charged 2 cents for a first-class letter. In 1845 a new re- 
duced scale of newspaper rates was introduced for the purpose of increasing 
circulation. It ‘‘reduced the tax on an article which had become one of the 
necessities of life in enlightened nations’”’ (History of the Post Office Department, 
by D. D. T. Leech, published in 1879). 

The purpose of enlightening the Nation by making information available to 
the people, easily and inexpensively, has become the constant policy of the vari- 
ous Congresses. It is a tradition of American culture. 

It has succeeded. It has, in this 1 field of religious publications, seen a 
growth from 1 to over 500 media of information. This is a growth of 50,000 
percent. During the time the second-class rates were being developed the Library 
of Congress was being established. Its purpose was to provide information for 
the Members of Congress just as the purpose of second-class rates was to ‘provide 
information for the people who elected the Members of Congress. 

Both have been outstanding successes. The Library of Congress has become 
the greatest library in the world. I have done research work in the National 
Museum in London and the Bibliothéque National in Paris, the two libraries 
comparable with our own. If you request a book one day in those two and get 
it the next, you are getting good service. In ours, if you don’t get it within 10 
minutes you are requested to complain. 

Now, if Congress were to propose to legislate the Library of Congress out of 
existence, or to restrict its facilities, or to impede its growth, all of us would know 
at once that Congress would be reversing a cultural policy of a century’s standing. 
Such legislation would get quick and deserved defeat. I submit this legislation 
on second-class rates is similar. It also is reversing a cultural trend of more than 
acentury. In the Catholic field alone it has helped to bring over 500 publications 
into existence. Suddenly, it seeks to cause perhaps over half of those to cease to 
exist and to restrict and hamper the remainder. 

This legislation pleads the necessity of raising funds. We admit that the 
Government needs more funds. The question is: Is this the way to do it? 


Father Bussarp. I am the editor of the Catholic Digest. 

I am in accord with all the other publishers of religious magazines 
and newspapers in asking for a straight exemption from any raise in 
second-class rates. 

I will not read that staternent I have presented. I think you all 
know about what I would like to say. 

However, there is one thing I would like to point out. 

In your discussion this morning, it seems to me it was purely on a 
dollar-and-cents basis. When you come to religious publications, I 
think it moves out of that field and into the field of culture. 

Also, the policy of the United States Government in second-class 
rates has been to encourage the existence of publications which have 
to do with religion. Over a period of the last century it has brought 
into existence hundreds, perhaps almost a thousand, religious publi- 
cations by its preference in second-class postage. It has deliberately 
done that as a matter of public policy. 

Having called them into existence, if it reverses that policy, it is 
going to put them out of existence in great numbers. 

I think it is more obvious that you would think that, in a similar 
circumstance, if the Library of Congress, which was established for 
the benefit of Congressmen primarily, were to be curtailed or restricted 
because of its budget, that all of us should resent that immediately. 
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I think it is a similar situation when religious publications, which are 
not published for profit, but for public information, would be restricted 
in a similar fashion. We would then be entering the cultural field and 
would have a reversal of our basic public policy. 

Thank you. 

The CuatrmMan. Thank you, Father Bussard. 

You may call your next witness, Dr. Poling. 

Dr. Poling. Father Meehan. 

The CHarrMan. We will be glad to hear from Father Meehan. 


STATEMENT OF REV. THOMAS A. MEEHAN, EDITOR AND PUB- 
LISHER OF THE NEW WORLD, CHICAGO, ILL., AND VICE PRESI- 
DENT OF THE CATHOLIC PRESS ASSOCIATION OF THE UNITED 
STATES, INC. 


Father Mrenan. I have a printed copy of my statement for the 
members of the committee. 

The CHarrMan. Your statement will also be inserted in the record. 
Father Meehan. 

Father Meenan. Thank you. 

(The statement referred to is as follows:) 


STATEMENT ON H. R. 2982 sy Rev. THomas A. Meeuan, Eprror anp Pus- 
LISHER OF THE New Wor.p, Cuicaco, ILu., AND Vick PRESIDENT OF THE 
CaTHoLic Press ASSOCIATION OF THE UNITED Srares, INc. 


[ am Father Thomas A. Meehan, editor and publisher of the New World, a 
Catholic weekly newspaper serving the archdiocese of Chicago and the diocese of 
Joliet, both of which are located in northeastern Illinois. 

Our present paid circulation is 142,872, and our annual subscription rate is 
$3.50. We estimate our reader audience to be in excess of 600,000. At present, 
we are in point of circulation the largest Catholic diocesan weekly in the United 
States, 

The New World is circulated primarily in nine counties in northeastern Illinois: 
Cook, Du Page, Ford, Grundy, Iroquois, Kankakee, Kane, Lake, and Will. 
Roughly, this is an area 160 miles long and 45 miles wide. 

Our monthly second-class postage expenditure from July 1, 1949, to June 30, 
1950, was $1,210.93, and our annual expenditure in the same period, $14,531.16, 

During the past 5 years we have operated our paper—and, mind you, it is the 
largest in the United States—at a deficit. Our actual deficit from July 1, 1949, 
to June 30, 1950, was $1,937. And our total deficit from July 1, 1946, to June 
30, 1950, was $37,854.23. 

If the second-class rates proposed under H. R. 2982 apply to religious publica- 
tions, this alone will increase our annual expenditure by at least $14,531.16. 
It is absolutely impossible for us to increase subscription rates, and hence we 
would have to cut down the number of pages, which now average 18 weekly, to 12. 
This would hamper our handling of news and instruction and would deprive our 
readers of needed educational and moral features. 

I think our Catholic publications and all other religious newspapers and maga- 
zines should be exempted from the increases proposed under H. R. 2982, since 
we are dedicated to the moral and educational betterment of our readers and we 
do a needed service in fostering the ideals of democracy and brotherS@ood. For 
many of our publications, the proposed increase in second-class rates would be 
almost confiscatory. 


Father Mrruan. I am Father Thomas A. Meehan. I am editor 
of the New World and likewise vice president of the Catholic Press 
Association of the United States. 

The paper of which I am editor and publisher has a circulation of 
142,872. It is the official Catholic paper for the archdiocese of 
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Chicago and the diocese of Joliet. We serve nine counties in northern 
Illinois. 

Our subscription price is $3.50 a year. 

In the last year we had a deficit of $1,937, and over the last five 
fiscal years, from July 1, 1946, to June 30, 1950, we had a total deficit 
of $37,854.23. 

I feel, together with the other publishers of religious newspapers 
and magazines, no matter what denomination they may be, if this 
bill becomes the law, that for some religious papers a 100-percent 
increase in the course of 2 years is going to be almost confiscatory. 

Furthermore, I feel that we are carrying on a cultural program 
for people, which I am sure the United States Government always 
wanted to carry out. We are likewise carrying out a moral program 
for people, something which is absolutely necessary in this day and 
age. 

Furthermore, most of the religious press is carrying out a fight 
against Communism. 

For all of these reasons, I think that the religious press should be 
exempted completely from any increases. 

My full remarks have been presented to the committee, but that 
is my statement now. 

The Coatrman. Thank you, Father Meehan. 

Father Meexan. Thank you, Mr. Chairman. 

Dr. Potinc. Next is Mr. Fink. 

The Cuatrman. We will be glad to hear him. 


STATEMENT OF FRANCIS A. FINK, PRESIDENT, CATHOLIC PRESS 
ASSOCIATION OF THE UNITED STATES, INC., AND MANAGING 
EDITOR OF OUR SUNDAY VISITOR, NEW YORK CITY 


Mr. Fink. Mr. Chairman and members of the committee, I am 
Francis A. Fink, managing editor of Our Sunday Visitor and president 
of the Catholic Press Association of the United States. 

The Catholic Press Association represents 133 newspapers, with a 
circulation of 4.2 million; also 439 magazines with a circulation of 11.2 
million. 

Not all Catholic publications in the United States are members of 
our group. About thirty-seven newspapers and 168 magazines are 
not. However, nonmembers are included in out Catholic Press Di- 
rectory, and there is no rival organization. 

I feel, therefore, that I can speak for all Catholic publications. 

At the present rate of 143 cents per pound, the Catholic magazines 
of the United States pay yearly to the post office for second-class 
postage about $325,260. Newspapers, almost all of them weeklies, 
pay about $678,380. 

The Post Office Department might expect its revenue in second-class 
rates to be doubled when the proposed charges are doubled. I do not 
believe, however, that such would be the case. 

A poll of our membership showed that in many cases publications 
would have to suspend if the rates were doubled. Many other publi- 
cations have told us that they would be forced to cut their size and 
weight. Such action would reduce their effectiveness without in- 
creasing Post Office Department revenue. 
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Practically all of the Catholic publications operate only because 
they are subsidized by money grants, or because their clerical personnel 
is paid little or no wages. A good proportion of the Catholic press of 
the United States is published in behalf of charitable or educational 
enterprises, such as the care of orphans, the education of youth, the 
welfare of the sick, the championing of labor, or the training of clergy. 

Increased cost of these publications means that less money will be 
available for these purposes. 

At the present time there are about 8,000 Catholic American mission- 
aries all over the world. These men and women are invaluable as 
American ambassadors of good will. They are performing extensive 
works of charity and of education that redound to the credit of the 
United States. The majority of them are supported at least in part 
by the Catholic press. 

Other religious editors and publishers appearing before this com- 
mittee have listed the many valuable contributions being made by the 
religious press for our national welfare. 

I, therefore, speaking for the Catholic press, concur with our fellow 
Protestants and Jews in asking that the preferential postage rates 
for religious publications of the second class be continued as a matter 
of public policy. 

I submit further this cogent argument: It cannot be the intention 
of Congress, not when we are fighting against the enemy of all religion, 
to restrict the freedom of expression of religion, which has historically 
been encouraged by the second-class rates. 

I am appending to my statement also a statement of our own 
problems in connection with Our Sunday Visitor. 

The CuarrMan, Your statement will appear in the record in full, 
Mr. Fink. 

(The statement referred to is as follows:) 


STATEMENT ON H. R. 2982 sy F. A. Fink, Manacina Epiror or Our SunbDay 
Visiror, THe Faminty Digest, AaNp THe Priest 


Iam F. A. Fink, managing editor of Our Sunday Visitor, The Family Digest, 
and The Priest. I am also president of the Catholic Press Association of the 
United States, Inc. 

A drastic increase in second-class postage rates, such as provided in H. R. 2982, 
would seriously curtail the work which Our Sunday Visitor, Inc., is doing. 

Our Sunday Visitor, Inc., is a nonprofit corporation. It is the publisher of 
the National Catholic weekly called Our Sunday Visitor. Besides our national 
edition, there are 11 diocesan editions of Our Sunday Visitor. These are the 
official dioceasan publications of the bishops of the dioceses of Omaha, Nebr.; 
Rockford and Springfield in Illinois, Winona, Minn.; Covington, Ky.; Fort 
Wayne and Lafayette in Indiana; Ogdensburg, N. Y.; Burlington, Vt.; Sioux 
City, lowa and Marquette, Mich. 

The total circulation of Our Sunday Visitor is large, in excess of 750,000. The 
bulk of this is obtained through the sale of the paper at some 9,200 Catholic 
churches in the Nation. Of the diocesan editions which we publish, that for the 
diocese of Fort Wayne is the largest in point of circulation, reaching some 45,000 
families each week. The edition for Covington, Ky. is next largest, with 17,000 
subscribers. The others range from 6,500 subscribers for the edition of Lafayette 
in Indiana to 12,500. 

The diocesan editions of Our Sunday Visitor are very much like small-town 
weekly newspapers, except that they cover a larger territory. Most of the 
dioceses, however, are widely spread out, which means that no one advertiser could 
possibly gain benefit of the total circulation. It also means that delivery must 
be made by mail. The circulation potential is, of course, also quite limited. 

Due to constantly increased costs of newsprint, inks, labor, ete. most of our 
diocesan editions have had to raise their subscription rates. A small but noticeable 
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decline in circulation has already been felt. Yet they are barely breaking even. 
Indeed, the editions for Winona, Minn., Burlington, Vt., Lafayette in Indiana 
and Ogdensburg, N. Y., lost money in their last fiscal year. 

1 submit, that increases in the postal rates as proposed in H. R. 2982 would 
without doubt make it impossible for several of our editions to continue publica- 
tion. I submit herewith an itemized account showing, in round numbers, the 
amounts expended by each edition for mailing at the second-class rates: 


Our Sunday Visitor (National Edition)_................___.-______- $37, 000 
Our Sunday Visitor (Nows Baities).. .. < ook oe occ is ewe cc ccc 5, 000 
Our Sunday Visitor (New York Edition). ..............._-_.____--- 2, 225 
Our Sunday Visitor (Fort Wayne Edition)__.__............_____-_-- 5, 500 


- 


Our Sunday Visitor (Northern Michigan Edition)____....._.________- 
Our Sunday Visitor (Western Catholic Edition) _____......-____-_-_-_- 
Our Sunday Visitor (Winonan Edition)_..................._-.-.-_-- 
Our Sunday Visitor (Lafayette Edition) ................-.-_-.- -_-- 
Our Sunday Visitor (Observer Edition)___..._.....-_-.-.-_---_-.__-- 
Our Sunday Visiter (True Voices Edition).....................-...-- 
Our Sunday Visitor (Vermont Edition)_.___........-_-___-_-_-____- 
Our Sunday Visitor (Messenger Edition). ___...........-.-.-----.-- 


S555 
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Our Sunday Visitor (Sioux City, lowa Edition)_...............-.-.-- , 600 
, 5 RACE ERE RA wae Fe a eee a nee aa» 300 
ge gee ee ea ee eee Ce 1, 300 

GS EE ET oe SEL NS See eee PETE Se te en eee TPE E 65, 675 


Not a single one of our editions could afford to pay within the next year 50 
poraens more than they are now paying for the delivery by mail of their papers. 
Nor could they afford to pay double rates over a period of 2 years. 

Stiff increases in mailing cost would actually put some of our smaller editions 
out of business. Further increases in subscription rates could not be made 
without serious loss in circulation. 

Stiff increases in mailing cost would also present a grave problem for the 
National Edition of our paper. It is only a 12-page tabloid paper which is sold 
in bundle lots to pastors at 2 cents per copy. Formerly the cost was 1 cent, 
then 1% cents, with the most recent increase having become necessary about 
a year and a half ago. Because Our Sunday Visitor is a religious publication, 
its field for advertising is limited and the cost of selling national advertising is 
far above the average cost for publications with similar circulations. 

The Priest and The Family Digest are monthly publications. Both are 
published in “digest”? magazine format. 

The Priest serves the Catholie clergy of the Nation, particularly the pastors 
of the churches. It has a small circulation, just above 8,000. Its circulation 
potential is not much above that, and its advertising potential is very limited. 

The Family Digest is a relatively new magazine, having been started in October 
of 1945. It is still experiencing ‘‘growing pains’’ at relatively high promotional 
costs. It carries no advertising. 

I recognize and appreciate the desire of President Truman and of Postmaster 
General Donaldson, and perhaps even of members of your committee, to reduce 
the deficit under which the post office has been operating. But I am sure that 
it is not the intention of any of you to seriously handicap the press of the Nation, 
and particularly the religious press of the Nation. In the bill which was approved 
by the House of Representatives last year, special exemption was provided for 
the religious press. I am hopeful that your committee will see fit to recommend 
that again this vear. : 

The religious press of the Nation is, I submit, doing at home a job comparable to 
that being done abroad by the Voice of America. Yet I saw in the paper only a 
week or 10 days ago that many millions of dollars of additional appropriations 
were requested for the Voice of America. 

As a nation we are engaged in what may become an all-out effort to defeat 
communism. By the very fact that we are fighting against it, we are fighting for 
Christian principles. These are upheld by the entire religious press. Specifically, 
Our Sunday Visitor was founded back in 1911 to combat radical socialism, which 
has since become communism, and it has never deviated from that purpose in the 
almost +0 vears of its existence. 

As a result, I don’t believe that you could find anywhere in the country a more 
completely anti-Communist, pro-American group of persons than the readers of 
our paper. 


i 
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The small increase of revenue which would accrue to the Post Office Department 
through an increase in the rates for the mailing of religious periodicals, could not 
possibly materially help the Government. The great harm that could result for 
the religious press through such an increase is incalculable. 


STATEMENT OF THE CATHOLIC Press ASSOCIATION OF THE UNITED Srares, Inc. 


I am F. A. Fink, managing editor of Our Sunday Visitor and president of The 
Catholic Press Association of the United States, Inc. The Catholie Press 
Association is an organization of Catholic editors and publishers of the United 
States. It represents 133 newspapers with a circulation of 4.2 million, and 439 
magazines with a circulation of 11.2 million. 

Not all publications are members. About 37 newspapers and 168 magazines 
are not. However, nonmembers are included in our Catholic Press Directory, 
and there is no rival organization. I feel therefore I can speak for all Catholic 
publications. At the present rate of 144 cents per pound the Catholic magazines 
of the United States pay vearly to the post office about $325,260. Newspapers, 
almost all of them weeklies, pay about $679,380. 

The post office might expect its revenue in second class to be doubled when the 
proposed charges are doubled. Such however, is not the case. A poll of our 
membership showed that in many cases, publications would be suspended if the 
rates are doubled. Many other publications have informed us that they will be 
forced to cut size and weight. Such action will reduce their effectiveness without 
increasing revenue to the Post Office Department. Practically all of the Catholic 
publications operate only because they are subsidized by money grants or because 
their clerical personnel are paid little or no wages. 

A good proportion of the Catholic press is published in behalf of charitable or 
educational enterprises—the care of orphans, the education of youth, the welfare 
of the sick, the championing of labor, the training of clergy, and soon. Increased 
costs to these publications mean that less money will be available for the charit- 
able works of these publications, and will have to be supplied by the American 
5 either directly through larger contributions or indirectly through local or 
National Government subsidy. 

At the present time there are almost 8,000 Catholic American missioners at 
work over the world. These men and women are invaluable as American ambas- 
sadors of good will. They are performing extensive works of charity and educa- 
tion that redounds to the credit of the United States. The majority of them are 
supported financially by the Catholic press. 

Other religious editors and publishers appearing before this committee have 
listed the many valuable contributions being made by the religious press to our 
national welfare. 

I, therefore, speaking for the Catholic press concur with fellow Protestants and 
Jews in religious publishing to ask that preferential postage rates for religious 
publications of the second class be continued as a matter of public policy. I sub- 
mit further these cogent arguments: It cannot be the intention of Congress, not 
when we are fighting against the enemy of religion itself, to restrict the freedom 
of expression of religion which it has historically encouraged by second-class rates. 

Mr. Finx. I might very briefly point out that Our Sunday Visitor 
is the largest Catholic publication in the country. It has a circula- 
tion in excess of 75,000. It is published in 13 editions: The national 
edition, what we call the national news edition, and then 11 diocesan 
editions. The diocesan editions range in circulation from a low of 
6,500 to a high of 40,000. 

I have appended there in round numbers the costs on second-class 
rates which we have been paying in the past. Some of them are now 
operated at a loss. Those are largely papers which are published for 
world diocesan. The circulation is spread all over the diocese, and 
no one local advertiser or department store could get the benefit of 
the full circulation. Therefore, it is difficult to sell advertising. 

All religious publications have a difficult time selling national 
advertising. Our Sunday Visitor is no exception to that. We carry 
only about 25 percent advertising and it costs us considerably more to 
sell than it would a regular national publication of equal circulation. 
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I think that sums it up, gentlemen. Thank you. 

The Cuarrman. Thank you, Mr. Fink. 

Who is your next witness, Dr. Poling? 

Dr. Potine. Mr. Edward ’Grusd of the National Jewish Monthly. 
The CHatrMan. We will be glad to hear Mr. Grusd. 


STATEMENT OF EDWARD GRUSD, MANAGING EDITOR, NATIONAL 
JEWISH MONTHLY 


Mr. Grusp. I am Edward Grusd, managing editor of the National 
Jewish Monthly. 

I have no statement prepared in written form, gentlemen. I just 
want to say briefly that 1 would like to assoc iate myself with every- 
thing that has been said so far, and with the statement that Dr. Poling 
is going to make, so far as generalities are concerned. 

When it comes down to specifics, our magazine, the National Jewish 
Monthly, is the largest Jewish publication in the United States. We 
have a circulation of 205 000 and we are published 11 times a year. 

We are supported e ntirely by B’nai B’rith, the Jewish service organi- 
zation. 

Of course, our publication is entirely nonprofit, as is the case of most 
similar national Jewish publications, as distinct from the local weeklies, 
which hardly use the mails much anyway, because they are local. 

In our case, the deficit in our publication, the annual deficit, is 
between $25,000 and $35,000 a year, which is, of course, met by 
B’Nai Brith from its own budget. With the dollar shrinking in value 
today, it becomes increasingly difficult for the organization to meet 
that deficit. 

We have a total of only seven people employed on the magazine in 
all departments—editorial, advertising, and circulation—and if this 
increase in second-class rates were to go through, or even if it were to 
go through in part, it would throw our budget so out of kilter that 
there would be only one possible way of continuing the publication, 
and that would be to cut down the size and weight, as has been said 
by the Catholic editor, and I do not know how this could be done but 
by the reduction of some employee. 

It would work considerable hardship on us. 

We reach 205,000 Jewish homes in this country and hundreds of 
libraries and many .Christian subscribers who are interested in a 
program of Jewish culture and American culture, a program of anti- 
communism. 

We shudder to think of closing down this publication, or reducing 
the staff when we have made progress, measured by reader response, 
which is most gratifying. 

I cannot speak for the Jewish press, but only for our own publica- 
tion, and I certainly want to express the wish that the postal rates, so 
far as second-class rates are concerned, remain status quo. 

The Cuarrman. Thank you, sir. 

We will now hear you, Dr. Poling. 
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STATEMENT OF DR. DANIEL A. POLING, EDITOR, CHRISTIAN 
HERALD MAGAZINE, NEW YORK CITY, REPRESENTING THE 
COOPERATIVE COMMITTEE FOR RELIGIOUS PUBLICATIONS 


Dr. Potrye. Mr. Chairman and members of the committee, I 
think there has been at least a demonstration here of interfaith good 
will and cooperation, which is fundamental right now. 

My name is Daniel A. Poling. I am editor of Christian Herald 
magazine. 

We have asked for and have received a hearing for our own publica- 
tion, which, in order to conserve your time, I shall present at the end 
of this report. 

I should also identify myself with everything that has been said 
previously, where it affects us equally. 

My offic ‘ial capacity at the moment is as spokesman of the Coop- 
erative Committee of Religious Publications, representing Catholic, 
Protestant, and Jewish magazine publishers. 

I have with me here from this committee Father Paul Bussard, 
editor of the Catholic Digest; Mr. Edward Grusd, managing editor 
of the National Jewish monthly; and Mr. Ford Stewart, publisher of 
Christian Herald magazine. 

This cooperative committee speaks for 28 million Catholics, 40 
million Protestants, and 6 million Jews. These 74 million people are 
the religious community in our country. 

Upon them, their predecessors, and the principles that guide their 
lives and thinking, are based the principles of democracy. From 
them, by word and example, religious influence extends to the other 
86 million persons of our population. 

If the proposed postal bill, H. R. 2982, goes through in its present 
form, it will work a terrific hardship on the 910 religious magazines 
presently being published. Many of you may be surprised to know 
that the total circulation of these publications is in excess of 47 million, 
as compared with a total of 55 million for daily newspapers. 

Virtually all of these publications are nonprofit, and the majority 
of them are currently being subsidized by religious boards.’ In gen- 
eral, the religious press does not have the opportunity for income of the 
secular press and our whole existence has hinged upon a special status 
relative to postal rates and taxes. 

It has been, I believe, the traditional position of the United States 
Government that these publications were unique, eminently worth 
while, and rendering a vital national service. 

But any increase in the present 1!s-cent-per-pound postal rate will 
simply sound the death knell of a very high percentage of America’s 
religious papers. These are the marginal publications, in the main 
produced without profit, and manned by personnel which is more 
deeply interested in the dissemination of information than in the 
making of money. Any increase, however small and reasonable it 
may appear, will be prohibitive so far as this particular group is 
concerned. 

Assuming the passage of the bill in its present form, and this would 
be the most calamitous blow that the religious press could possibly 
receive, the change would still mean virtually nothing in the way of 
solving your problem as to increased revenue. 
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If no publications were forced to suspend—and certainly many 
would be compelled to suspend—the maximum that this religious 
group could contribute to your increase would be $1,420,000. Cer- 
tainly the most optimistic figure that could be expected would be less 
than 1 million net increase. 

This, gentlemen, represents less than 2% percent of the 40 million 
second-class figure proposed here. To accomplish only one-fortieth 
of your proposed goal would impair the operation of 910 publications 
circulating 47 million copies per month. It is my earnest belief that 
you will not wish to do this. 

Specifically, we ask that religious publications be continued at the 
present rate of 1% cents per pound. From a practical standpoint this 
is definitely all the traffic will bear. 

Certainly when the supreme motif of these troublous times is win- 
ning the war of ideas, of God versus anti-God, there could be no poorer 
timing for the good of our Nation than to enfeeble in any way the 
religious press. 

For just a moment I would like to show you specifically how this 
postal bill would apply in the case of my own journal, Christian 
Herald magazine. 

Our present circulation is 375,000, and that is all mail circulation, 
in single copies, not in bundles. 

The Christian Herald is one of the largest and in many respects 
the most successful religious publications in America today. We 
are independent of any church board and we must operate without 
subsidy. 

I submit to you the postal payments made by us to the Government 
in the past 7 years at the 14-cent present rate and our total margin of 
income over expense for that 7-year period: income over expense for 
7-vear period, $78,275; postage paid at 14-cent rate, $157,200. 

I think those figures, as far as we are concerned, speak for them- 
selves. 

You can very quickly see what an increase of 100 percent in postal 
rates would do to Christian Herald. The proposed increase would 
be just about double the difference between our 7-year average of 
income over expense. If this is true of us, how much more true it is 
of the many smaller publications in the religious field. 

Gentlemen, it boils down to this: If any increase in postal rates for 
religious publications is recommended by this committee and passed 
by Congress at a time when we believe we are more needed and more 
important than at any other period of American history, the religious 
press will be universally crippled and, in many instances, destroyed. 

I know that you will seriously consider the implications of what is 
proposed before any increase in the present 1!:-cent-per-pound rate 
is made for this classification. 

I thank you, and we all thank you, for this hearing. 

The Cuatrman. Thank you, Dr. Poling. 

Mr. Rees, do you have any questions? 

Mr. Rees. I would like to observe that the committee is highly 
honored this morning in having this distinguished group appearing 
before us, each and all of them, and especially being headed by a 
great and distinguished American, Dr. Poling, who is nationally and 
internationally known. I know of no one who has exerted a greater 
and finer influence upon the religious life of the people of this country 
than Dr. Poling. 
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I think it is especially fine that he takes the time to come over here 
this morning and express his views and brings with him this distin- 
guished group to express their views with respect to this legislation. 

Thank you; especially Dr. Poling. 

Dr. Potine. Thank you, sir. And I want to thank you for all of 
my associates. 

The CuatrMan. Do you have any questions, Mr. Miller? 

Mr. Miter. Yes, Mr. Chairman. 

As I get it, you gentlemen are asking that the present status remain. 
At the present time we give to the press a preferential arrangement or 
treatment. We are faced with this huge deficit. Somebody has to 
pay it. 

We propose moving up the whole rate structure while still maintain- 
ing that relative preference. As I understand it, you are asking that 
that be wiped out and that it be allowed to remain without being 
touched, and that we let the rest of the machine move up; is that 
right? 

Dr. Poling. The idea is that, if you touch us, as I indicated, you 
touch us out. We are almost exclusively organs not for profit. We 
are not in the position of the distinguished gentleman who preceded 
us in his presentation. 

I think the figures speak for themselves. There has been no exagger- 
ation. This increase could not be made without doing exactly what 
we suggested here. Any increase would seriously crippled literally 
hundreds of these publications, if not put them out of business. 

Mr. Miturr. I do not question that. The thought has occurred 
to me—and I have heard this story now, as have, I think most of my 
colleagues, for three sessions of Congress, ever since this committee 
has been organized—but perhaps the religious press should come to 
Congress and propose a definition to Congress as to the work that you 
do and the value of the work that you do. 1 think that the Members 
of Congress would entertain it. I think they appreciate it, as cer- 
tainly all of the members of this committee do. None of us questions 
that. 

But you have been on very thin ice and you must come here and 
defend yourselves continuously because the only exemption that is 
given you now is the same exemption given to the cultural, scientific, 
labor, fraternal, nonprofit organizations. 

It calls upon this committee, if we exempt you, to take a position 
of making a definition for the country at large, as to your position. 
We have to say why we are giving you this preferential position. 

I leave to your thinking and for future consideration that this pref- 
erence should perhaps be expressed by substantive law, stating your 
position and the necessity of the part that you play in the well-being 
of democracy, and then take you out altogether. It bears some 
thought, gentlemen, because certainly it is very hard for some of us 
to sit here and listen to the plea that we know is just and yet weigh 
that against other things in view of the work that is assigned us to 
do on this committee. 

That is merely my position. 

Dr. Potinc. Mr. Chairman. 

The Cuarrman. Dr. Poling. 

Dr. Potine. May I say that suggestion is important and significant. 
We, of course, know that, within the tradition of our country, there 
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has been this exemption and that it has been, I might say, not only 
within the minds of the people but within the conscience of the people. 
They have done this thing through the years, believing as you indicate 
you believe. Whether that should be written into fiat law or not is 
beyond my judgment, but I recognize the importance and the time- 
liness of the suggestion. 

Also the amount that would be realistically derived from this 
increase, Which would be so devastating insofar as the publications 
are concerned, would be almost infinitesimal in meeting the problem, 
which is not only your problem, but our problem. TI accept it as such. 

The CuatrMan. What percentage of the religious publications carry 
advertising? I imagine it would be very few. 

Dr. Potinc. Very few, locally. 

Many of your publications, Mr. Fink, carry local advertising. 

But the income to the publications in the over all from national 
advertising is just infinitesimal. Our own publication is perhaps the 
most widely sold in this field. 

Mr. Stewart, what is our income from the advertising? 

Mr. Stewart. Our total income is about $400,000 a year. In the 
case of many publications, the advertising revenue was the important 
source of revenue. With us, because we operate in a sense as a trade 
paper in the field, even that amount of advertising revenue is pretty 
highly specialized, in the sense that it is pipe organs and caps and 
gowns and building materials for churches. In a sense it is trade- 
paper copy. 

We do carry some national advertising copy, but it is a very small 
percentage of our total advertising revenue. 

Mr. Minuer. A good deal of that is good-will advertising, too, in 
all religious papers. 

Mr. Stewart. Yes. 

In general, though, as a matter of policy, as was outlined by one of 
the previous men who testified, for one reason or another the religious 
press has had considerable difficulty through the years establishing 
itself. Of course, we think we are highly deserving of it but we have 
had difficulty establishing ourselves as an advertising medium. 

Therefore, in our case, we do as Dr. Poling said: We probably 
carry more advertising than any other publication in the religious 
field. National advertising in our picture is very, very small by 
comparison to other publications. 

The CHarrMan. What percentage of advertising do you carry? 

Mr. Stewart. We average about between 30 and 35 percent. 

The CHArrRMAN. So you get an income of about $400,000 a year out 
of that, do you? 

Mr. Stewart. That is right. 

The CHarrman. What is your entire income? 

Mr. Stewart. It is just under a million. Our total circulation 
income is about $550,000 and our advertising income is $392,000 the 
exact figure. 

The CuarrmMan. What are your subscription rates? 

Mr. Stewart. The rate is $3 a year. We have had only one in- 
crease in subscription rates and two increases in advertising—a very 
small percentage. 

Mr. Mixer. I wish the farm papers could do as good a job in selling 
their rates as the religious papers do. Iam certain that the religious 
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papers would have just as much difficulty in taking away those pennies 
from tlte homes of America as the farm papers would. 

Mr. Srewart. It is a difficult job. As Mr. Gordon said, the back- 
ground traditionally has been low subscription rates, and the re ‘ligious 
publications are generally low, and our rate of $3 a year should not, 
in my opinion, be considered typical of the religious press. 

Dr. Pourna. That is all the traffic will carry with us, too. 

Mr. Mitusr. I know. 

The CuarrmMan. Mr. Hagen. 

Mr. Haagen. I have a few questions, but I would first like to make a 
statement. 

I want to state that I intended to offer an amendment to the bill 
which would completely exempt your type of publication. 

Dr. Poling, you indicate that the publications of religious nature 
have a circulation of about 47 million. 

Dr. Potine. That is right. 

Mr. Hacen. If the rates of postage were raised, your subscription 
rates would have to be raised in most instances; is that right? 

Dr. Potine. Yes; if we succeeded at all. And remember, most of 
these journals are already subsidized by their organizations or denomi- 
nations, or their orders, so that even the lifting of the rate considerably 
would not solve the problem for these publications. 

Mr. HaGen. Do you agree with Mr. Fink when he stated that many 
of the publications would have to suspend and others would have to 
restrict their size and content? 

Dr. Pottnae. Definitely. All of them would be affected, and they 
would be affected adversely. How many it would be, I cannot tell 
you, but too many would be put out of business. 

Mr. Hagen. Then with lower circulation your advertising revenue 
would drop considerably; is that right? 

Dr. Potting. Definitely. Any hope of that would be practically 
gone. 

Mr. Hacen. And that would jeopardize and hamper your work. 

Would you agree with my statement that Congress set up a policy 
in 1879 to offer low special rates to publications of a second-class 
nature including, of course, — publications and educational 
publications? 

Dr. Pottna. Yes; and for all purposes, I think it has become part of 
the cultural tradition of our country. 

Mr. Hacen. It is a long-established practice, an established base 
on which you operate your publication to a large extent; is that 
correct? 

Dr. Potine. That is right. 

Mr. HaGen. So that any increase would have a tremendous impact 
on the traditional operation of your business. 

Dr. Potinc. Our publisher reminds me that our publication started 
in that vear—encourged, I suppose, by that policy. 

Mr. Hacen. Do you agree with the statement that the public as a 
whole, and President Truman and all the past Presidents, the Cabinet 
and all departments of the Government, and the Congress, fully and 
thoroughly recognize the part that church publications play in this 
picture? 

Dr. Pouttne. There is no question of that. 
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In my statement before the joint committee I tried to make that 
clear. We accept your problem here as our problem. ° 

Mr. Hacen. Does not the President call in the heads of religious 
groups on special emergency drives and programs to get them to- 
gether and urge and advise them to inform their people through these 
publications on what he desires and announces? 

Dr. Pourna. Yes. 

And I would like to remind myself again of the statement made by 
Father Bussard and his associates, with regard to the support of the 
Nation’s common cause against the whole anti-God philosophy and 
ideology, the campaign against communism. 

Mr. Hacen. Is this a further fact, that, if the rates are greatly 
increased, your subscription list will go down and less people will be 
able to read your publication? 

Dr. Poiina. Yes. 

Mr. Hacen. Then is it not a fact that your work—and I am includ- 
ing all the groups—in behalf of the Red Cross, the polio drive, the 
March of Dimes, the Community Chest, Federal drives for scrap 
paper, bond drives, the USO, and all those public-service efforts, 
would not they be seriously hampered and retarded in their work if 
your circulation were to go down? 

Dr. Potrna. I am afraid extreme modesty restrained us from saying 
all that we would like to have said on that point, but I see it is not 
necessary. 

Mr. Haaen. I have one thing further. 

Father Meehan, you indicated that your circulation was 142,000 
on the publications that you represent. 

Reverend Mrrenan. Yes. 

Mr. Hagen. And your rate is $3.50 a year? 

Reverend Mrrnan. That is right. 

Mr. Hacen. Would you have to increase rate or reduce the content 
of your magazine if the rates of postage were increased? 

Reverend MrrHan. Without question. I gave you the honest and 
factual figures. We are operating, and have been operating for the 
past 4 years, at a deficit. 

I do not think that we could increase the price over $3.50. It would 
certainly mean a loss of subscribers. 

You have to remember, too, that we are in a rather wealthy section 
of this country; that is, the city of Chicago and its environments. If 
this would affect us, it would absolutely put out of business some of the 
smaller papers that Mr. Fink was talking about, in mission dioceses. 

Mr. Hacen. And it would thereby hamper your religious work? 

Reverend Mrrunan. Absolutely. 

Mr. Hagen. Is this a fact: That in 1879 Congress set up this 
policy for a very good reason, and ever since that time they have 
given very low rates to religious publications and others? 

In your opinion, is it not true that there is more need today for 
the greatest possible distribution of religious publications, scientific 
and educational and cultural, labor and farm publications? 

Reverend Meenan. I think it is more important today than it was 
in 1879. 

Mr. Hacen. | agree. 

I have a question of Mr. Fink. 
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In your statement, the second page, you indicate that you would 
like to ask, along with your associates, that the preferential postage 
rates be continued. I do not quite get you there because if we do 
raise the rates on all the publications you still would have some 
preference because your increase would be based on the preference 
you already have. Do you mean to say, perhaps, that you do not 
want any increase of any kind at this time? 

Mr. Fink. That is right, sir. 

Mr. Hagen. Then I suggest you supplement or modify your 
statement, because it is a little misleading, in my opinion. 

In other words, you want the rates as they are, with no increase; 
is that right? 

Mr. Fink. We want the rates to be continued as they are; yes, sir. 
I thought I set that out. 

Mr. Hacen. Along the line of the other questioning: Through the 
use of these publications and their widespread distribution among 
your membership and other people of the country, is it not a fact 
that you are better able to do a job for charity, for instance? 

Mr. Finx. That is our entire field: religion and charity. 

Mr. Hacen. It is of a public nature and public interest. 

Mr. Finx. And we do get strongly behind all the national drives. 

Mr. HaGen. You could do a better job if you had a larger list of 
subscribers, could you not? 

Mr. Fink. Yes. We would have a larger audience. 

Mr. Hacen. Do you know for a fact that in some countries, such 
as South America and Europe, the religious press is carried without 
any postage charge or at a low rate? 

Mr. Finx. I believe that to be true in Europe; I do not know that 
about South America. 

The CuarrMan. Mr. Jarman, do you have any questions? 

Mr. Jarman. Mr. Chairman, I wonder if any of these gentlemen 
have any suggestions to the committee as to any changes in the postal 
service, as to any economies in the postal service, that can help us in 
the cutting down of the 500 million dollars’ deficit a year. 

You gentlemen are in close contact, practically, on a working propo- 
sition, with the postal services. What can we do? We have a prob- 
lem that we will have to face. 

The CHarrman. Dr. Poling. 

Dr. Potrne. Mr. Chairman, I would like to speak to that for just 
a moment, illustrating what I have to say. 

My friend Mr. Fink has emphasized one point that perhaps I 
should have brought out. Our own journal operates four charitable 
institutions that have been in the field for many years. We have a 
children’s home at Nyack-on-the-Hudson, which is an interfaith pro- 
gram in its operation. We take Catholic, Jewish, and Protestant 
boys and girls right across the board from the underprivileged areas 
of New York and care for them. It is an around-the-year program 
now, and in the summer season we have a thousand children. 

The Bowery Mission down in the heart of Manhattan that is more 
than 70 years old. 

In China we have an industrial school in Fukien Province and an 
orphange we are now maintaining in Hong Kong. These are all 
charities that the Christian Herald supports. Without the Christian 
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Herald, the mother institution, they could not live. They gather and 
administer them without cost as to the administering of these funds. 

If that magazine were stopped, it would affect literally thousands of 
little people as well as indigent citizens. That work could not live 
without the Christian Herald. 

In answer to your question, sir, I do not know; I am not adequate 
and competent in this field. I do know that I am entirely sympathe- 
tic, but | would say that as an American citizen | am sometimes a 
little embarrassed because I come to Mr. Morrision, sir, and ask for 
special favors. Iam a little embarrassed on that because on account 
of all the good that is done by these journals operated not for profit, 
they must have a profit to operate those charities. 

When I say that by no stretch of the imagination should they be 
subsidized, I am a little embarrassed. I would rather see the vast 
expenditures we are making for national defense and the acceptance 
of the 500-million-dollar deficit than the endangering of these organs 
and the possible wiping out or seriously crippling of the media—all of 
them. 

In the light of billions being expended, I do not know of any contri- 
bution to the strengthening of America comparable to the contribution 
being made by all our publications. 

So when I think of that total deficit and your problem, I am 
entirely sympathetic with you, but I am part of the problem, and, as 
one American citizen who pays taxes, I would rather see this gathered 
up and considered as America in action as part of the defense program 
of the United States, than to see anything done here that would 
cripple these organs. 

Mr. Minuer. Doctor, I do not know that I disagree with you, but 
I would like to see that defined by law to take it out of this vague 
field in which it finds itself, this shadowy ground in which it is floating 
around, which allows one group to come in and unfairly attack the 
Post Office Department for a thing that is, to me, a part of the vital 
life of the democracy. 

Dr. Potrne. That does not mean that I feel there are not economies 
that can be made. Jam simply trying to express the deep sentiment 
of my own mind on this total problem. 

Mr. JArmMan. Doctor, are you talking about all of the publications 
that we are considering under the general postage rates? 

Dr. Poutina. I am. 

Mr. Jarman. So that you would rather have the $500 million added 
to the $71 billion that we are going to spend? 

Dr. Pouina. Yes. 

The CuatrmMan. Doctor, certainly you do not want to include in 
that group mail-order houses or businesses operated for profit, do you? 

Dr. Poting. Not at all. 

The CuHarrman. I understood you were speaking for religious 
publications. 

Dr. Potinc. I am. Beyond that, I am speaking for Gordon. 
Gordon said this morning they are willing to accept an increase if 
they are able to carry it. He suggested how it might be done. 

In other words, if we can work out a plan by which we accomplish’a 
reduction here on such a basis, we would support that and we would 
not be embarrassed. 
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What I was saying is that it could not be done. But it can be done, 
and our friends in that group say it can be done. 

The CHarrmMan. What do you mean by that? Do you mean you 
can stand an increase of 30 percent? 

Dr. Pouine. No; we cannot stand an increase. But our friends in 
the farm field said the ‘vy could stand an increase. Other magazine 
publishers will very likely say that. All right; there could be agree- 
ment at that point. 

But if they came in here and said that they could not stand an 
increase and they made their case, I would still feel then, for this 
entire group, that the Nation would be immeasurably weakened if 
we seriously crippled or destroyed these other public wane, too. 
They say they can stand the increase, they can support that, but for 
our own group, we cannot stand an increase and survive. 

The CuatrmMan. Doctor, the difficulty faced by a committee of this 
sort, is this: In the days that I have sat here on the committee hearing 
this problem discussed—-and some of my colleagues have heard it in 
other years—I have yet to hear anyone come in to the committee and 
offer a suggestion here or there, or anywhere, as to how else we can 
solve the problem. I think it is a problem of all of us, as you said a 
little earlier. 

{veryone that comes in here—and I guess it is natural they should— 
comes before this committee and points out to us why we should not 
raise particular rates, or why we should cut down the rates as indicated 
in the bill. 

It is a problem that we will have to work out and I would like to 
see someone come in who has practical working contact with the 
Department and point to particular avenues in which they feel that 
the service is a duplication or letting down or inefficient, where we 
can cut down on expenditures, where we can perhaps begin to solve 
the problem from that aspect. 

Dr. Pouine. I think that will be covered in subsequent presenta- 
tions here, but bevond that, we did hear at least one voice this morning 
that suggested willingness to accept an increase that would be fair 
and at the same time not confiscatory. 

The CuHatrMan. Do you have any further questions, Mr. Jarman? 

Mr. Jarman. No further questions. 

The Cuairrman. Mr. Corbett. 

Mr. Corserr. Mr. Chairman and gentlemen, I have been very 
much interested in both the remarks of Mr. Miller and those of Dr. 
Poling regarding the deficit and the possibility of our some day arriving 
at basic policies. Granted that vear by year as rates have been worked 
on, you do get an expression of Congressional attitude toward these 
publications, it is, however, buried down in the treatment that the ‘Vv 
receive on rates. 

I am fully in agreement and have urged for a long time that some- 
time on one of these rate bills, that in a preamble to it we would set 
forth our policy, that we would set forth why and why for preferential 
rates are given to certain publications. 

In that way it would be very clear to the public why a deficit exists 
and what they are paying for. Then if the public is unwilling to 
continue to ¢ arry any publication or any ¢ ‘lass of mail ona pre ‘ferential 
basis, that will be reflected through changes in the law as written. 
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But I believe that the Post Office Department and this committee 
and the Congress generally have been criticized for deficits that, were 
the public fully info rmed, would be gladly supported by the public. 

We just get front-page stories that the Post Office Department has 
this deficit and that deficit, and some folks think that is inefficiency 
and bad management and bad policy and poor rate structures, and 
so on, when actually much of this deficit exists as a matter of policy 
which is just not made clear. 

I have never in the vears I have been in Congress received any 
important complaints about the deficit except where there have been 
proper and legitimate charges made against some people and some 
business taking undue advantage of the public’s good will and the 
public treasury. 

I believe that with a proper statement of policy and with a proper 
singling out of the publications to which we want to give preferred 
treatment and those to which we do not want to give preferred treat- 
ment we could settle this problem in a way that would be satisfactory 
to the people who pay the bills. 

Mr. Hacen. Will the gentleman yield at that point? 

Mr. Corserr. Yes. 

Mr. Hagen. Does not the gentleman agree, however, that there is 
some opportunity for greater economy and efficiency in the Post 
Office Department? 

Mr. Corserr. Certainly. 

The CuHarrmMan. Do you have any observation, Dr. Poling? 

Dr. Potina. It occurs to me that Father Bussard, Father Meehan, 
and the rest of us, might be helpful there if, in the spirit of the same 
unity, we were to present presently to our readers a statement right 
along that line and show them what the Government is making possible 
to the people of the country through this medium. I think we might 
at the next time sit down with that and do something about it. 

Mr. Hacen. I think it is a splendid suggestion. 

Mr. Corserr. Right at that point, and as you further emphasize, 
we have been up against a great deal of hostile criticism because the 
deficit was not properly fac ed and justified. 

[ have made the contention that in every other department of the 
Government, where you simply spend the money, there is no talk about 
deficit because it is assumed that they are not income-producing and 
that therefore, you just take it out of the tax funds and spend it. 

Here we have talk of a deficit only because of the difference between 
revenue and expenditure. 

Mr. Rees. Mr. Chairman. 

The CuarrmMan. Mr. Rees. 

Mr. Rees. I think this observation ought to go along with it, 
however: That there is a difference between a group who use the 
mails for commercial purposes, whose cause is perhaps laudable, and 
all that, but, nevertheless, they publish these magazines for commer- 
cial purposes, to make money; that there is a difference between that 
group and the group being represented here. 

The question is, of course, how much the Government should con- 
tribute to carry those partic ular items through the mails. That is to 
say, if they see fit to increase the cost of producing that particular 
magazine, or whatever it may be, they charge more—and rightly so— 
for their advertising. They pay their employees more money, pay 
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more for the product that goes into it, and it costs more to handle that 
thing for them, whatever they produce in the way of publication. 

The question then is whether the Government, as the vehicle through 
which they operate, should or should not increase the charge a little 
more for that service, perhaps not. 

The gentleman to my right feels perhaps not. But I think your 
group is in a different class, not engaged in business for profit. 

Mr. Corserr. Will you yield there? 

Mr. Rees. Not for the moment. 

I just want to make that observation for what it is worth. 

But there is a difference there, as Mr. Miller pointed out. 

Maybe, as the gentleman has just said, the country will be happy 
to go ahead if the people knew about it and they would be glad to 
carry these Vogue magazines, for instance, that were before us the 
other day. They are very fine, splendid magazines. They render 
valuable service. I am sure that people like to subscribe to them and 
these other magazines, in which they charge a little more for the 
subscription than they have in the past, all these other magazines 
that we have been talking about. 

It might be all right. Maybe we are charging too much for carrying 
them through the mail; I do not know. But there is a little difference 
to be considered as between your group and those for profit, as I see it. 

The problem comes before us, though, on the ground that it is 
costing a little more to handle this business year after year, and what 
should be done about it, or recommended, that you realize, of course, 
is our problem. 

Dr. Potine. Could Mr. Steward make a statement here? 

The CuHarrMan. Yes. 

Mr. Stewart. I think there is a demarcation on this thing. We are 
talking about two problems. I think we are all agreed that as to the 
matter of religious publications, nonprofit publications, there should 
be some definition of their status. 

The CHarrMan. That observation was made right at the beginning. 

Mr. Stewart. On the other hand, beyond that, I think, as far as 
this whole business of definition of what goes and why in one depart- 
ment is concerned, whether it is Interior or Agriculture, these things 
are called expenditures for the public good and in another department 
they are called deficits. That is a point that needs clarifying, too. 

There are a lot of factors in that bill, whether it be this, that, or the 
other, the R. F. D. factors, a lot of which I happen to know will be 
brought before this committee probably later in these hearings, but I 
agree definitely that a definition presented to the public as intelligently 
as possible and perhaps with our help, will take an awful lot of the curse 
off this impasse between pressure to get the Postal Department on a 
businesslike or balanced basis, which all of you have agreed on right 
at the very beginning was never intended, that it should be a com- 
pletely business operation, that there are great service factors involved. 

The service factors are involved all the way across the board. I 
think particularly they apply as far as religious and nonprofit publica- 
tions are concerned. 

I agree with vou that there should be definitely two classifications. 

But beyond that there could be a greater clarification of this whole 
problem if the public understands the run they are getting for their 
money. 
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Mr. Grusp. Mr. Chairman. 

The CHatrman. Very well. 

Mr. Grusp. On the questions asked by Mr. Miller, I was interested 
in the practical aspects of this thing. I wish I were more of an expert 
on the operations of the Post Office Department to make some practical 
suggestions. It is hardly expected that we be in the position to do 
that. 

Perhaps I can make the statement in the form of a question to 
Mr. Miller, or any other gentleman on the committee, 

I was just wondering whether any thought was given or proposal 
made that second-class rates be based on some kind of graduated 
scale comparable to income tax, so that those publications best able 
to afford higher rates would pay them. I realize that might be a 
hopeless task, that possibly it cannot be worked out. 

The CHarrmMan. I am afraid that cannot be worked out very 
easily. 

Mr. Corserr. Mr. Chairman. 

The Cuarrman. Mr. Corbett. 

Mr. Cornerr. I want to say to Mr. Rees: I feel you misinterpreted 
my remarks, Mr. Rees. You would not yield and | wanted to correct 
what vou said. 

I thought I had emphasized that there should be a difference be- 
tween the two types of publications and that those using them for 
commercial purposes perhaps should pay more. I did not at any 
time say that they should be held at the present level. 

I am not prepared to make a statement like that at all. 

But, for the record, | felt—and even if you did not misinterpret me, 
I want to correct the opimion, if [ left it wrong—that | indicated that 
in no way was I in favor of holding all rates at the present level. 

The CuHarrman. Mr. Reams, do you have any questions? 

Mr. Reams. I just want to say to the representatives of the religious 
press here today that it is obvious we appreciate the presentation you 
have made. J think it is a wonderful thing. You have come here to 
give us an understanding of the problems that you have been dele- 
gated to take care of. 

It is a serious thing. It is a moral problem that we have, too, this 
question of the deficit and the financial status of this country. 

I have read in religious publications, not any of these represented 
here, criticisms of things that are just exactly along this line. I 
think it is a magnificent suggestion that you gentlemen have made, 
that you are going to understand and interpret the problems with 
reference to the Post Office Department. 

That is no cover-up for inefficiency or uneconomical operation, but 
it is merely a better understanding of the job that we have to do 
together. 

The only question I have to ask is this: I would like to ask a very 
practical question, which does not reveal any attitude except that 
I want to know more about your problem. 

What is the relative relationship in costs between your costs now 
on everything else except postage and the postage, say, 20 vears ago? 
Was not the postage at that time a much higher percentage of your 
costs, say, the costs of paper and ink and Jabor, than it is now? 

Dr. Potrne. Mr. Steward can answer that for our publication. 
He lives with that. 
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Mr. Srewarr. Our costs, of course, have gone up, our costs of 
paper, and our costs of printing, and we have tried to overcome it 
as best we could by increased rates, trying to sell more advertising. 

Definitely the postal percentage is smaller now, and if it is retained 
at the 1% cent figure, it will be a smaller percentage of our total cost 
than it was 10 or 12 years ago. 

Again I might say that in a great many other spots we have been 
able, because of the attitude of the businessmen in general toward 
this kind of publication, to get breaks in other quarters, too. In that 
way we have been able to hold our costs below the general level, I 
think, in the publishing business. 

But I would be kidding you if I said they have not gone up at all, 
and postage is a smaller percentage. 

Mr. Reams. Of course, it has not gone up recently, and everything 
else has gone up probably by a hundred percent. 

Mr. Srewarr. Not quite that much. My understanding is that, 
in general, all magazine costs have gone up between 40 and 50 percent. 

Mr. Reams. If the cost of postage had gone up every 2 years along 
with other things, would you have been able to absorb that, do you 
think? 

Mr. Srewarr. That, I do not know. I cannot answer that 
question. 

In other words, if you spread it over a 20-year period, we certainly 
would try to do it, certainly as everybody has indicated they would 
try to do it. It certainly would be a better way than this way. 

All I can say to you now, sir, net is that the difference between 
income and expense in 7 years of Christian Herald operation is less 
than half of what we have paid, $157,000, that we paid in postal rates 
over that period. The difference between income and expense over the 
same 7-year period has been $78,000. 

I do not know whether that answers your question, or not. 

Mr. Reams. It does. 

I think there is no question about it that everyone on this com- 
mittee appreciates the fact that this is the time perhaps more than 
in 1879, or certainly any time within my memory, that we need the 
religious press in this country. 

Likewise, there was never a time within my memory when Govern- 
ment needed a sounder financial basis than it needs now. 

That is your problem, too, as you have accepted it, and it needs 
your sympathetic support all along the line. 

Dr. Potina. [t does have our sympathetic support. 

The CuarrmMan. Do you have any questions, Mrs. St. George? 

Mrs. Sr. GrorGr. Yes, Mr. Chairman. 

I would like to say I have been very much impressed by the testi- 
mony here this morning. I am one of those who feels very strongly 
that in this time of the world’s history and our country’s history, there 
is only one thing that can save us, and that is religion. For that 
reason, I feel that religious publications should be put on an entirely 
different basis from any others. 

I do not think they should be lumped in with so-called cultural 
publications. J see a great many of these so-called cultural publi- 
cations and I feel about them the way the French lady felt when she 
went to watch the guillotine every day. She said, “Oh liberty, how 


many crimes are committed in thy name?” 
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I think that a great many crimes are committed in the name of 
culture, although liberty is an entirely different thing. 

For that reason, I believe in a law that will put your publications 
into a completely separate category, because I feel you are giving 
such a useful and such an absolutely necessary service that you 
should be put into a different category. 

I am also very glad to hear Mr. Miller say he feels this should be 
made a part of the law. I think it should be. 

But I would like to see these publications completely separated 
and divorced from all others. I do not want to see anything else 
lumped in with the religious publications. I think they should be 
separate. 

Mr. Rees. Mr. Chairman, I would like to say I go along with the 
lady from New York, that they ought to be separate and treated as 
a separate group. 

The CHarrmMan. Mr. Lesinski, do you have any questions? 

Mr. Lesrnsxr. No. 

The CuarrmMan. Mr. Karsten. 

Mr. Karsten. I have just one or two questions that I would like 
to ask. 

Dr. Poling, in your statement you mentioned a figure of 910 re- 
ligious publications, religious magazines. Are all of these magazines 
members of your association? 

Dr. Potine. No; they are not all members of the association, 
However, the membership of the group is steadily increasing and they 
all identify themselves, I think, without a single exception, with what 
we said here today. 

Those for whom we speak are the ones that would be tragically 
affected by this increase. 

Mr. Karsten. Would you have any idea as to how many of these 
910 publications would be called nonprofit publications? 

Dr. Potine. Ninety to ninety-five percent. 

Mr. Karsten. They are considered nonprofit? 

Dr. Potine. They are nonprofit. 

Mr. Karsten. Then about 10 percent would be for profit? 

Dr. Potine. Not more than that. 

Mr. Karsten. Do you think there should be any distinction be- 
tween a publication of this kind for profit and a nonprofit publication, 
as far as postage rates are concerned? 

Dr. Pouine. The difficulty is this: I am thinking now of two that 
would be classified as for profit that are owned by families, and yet 
they have deficits every year, which the families or the estates have 
made up. 

Mr. Karsten. Which is distinct from the commercial. 

Dr. Potrna. That is right. They are privately owned. At one 
time they may have been highly profitable, but at the present time, 
the two I am thinking of—and I would not care to designate them by 
name—are not making money. They have to be subsidized. Their 
friends are paying money into the treasury to keep them alive because 
they believe in the work they are doing. 

Mr. Karsten. None of the publications would be considered com- 
mercial; that is, in the usual understanding of the term; is that correct? 

Dr. Potine. That is correct. 
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Mr. Karsten. Even the so-called profit publications would not 
be considered as commercial publications? 

Dr. Pouine. That is right. 

Mr. Karsten. That is all I have. 

The Cuarrman. Mr. Sadlak, do you have any questions? 

Mr. Sapuak. Mr. Chairman, most of my questions that I have 
prepared have already been put and answered. However, I am im- 

elled to make a statement, and I am led to that primarily by what 
‘ather Meehan has said. 

The statement is this: That in operating your religious publications, 
which are largely devoted to building of character and in no small 
measure concern themselves with the menace of communism, you do 
not want to go further in the red, which an increase in postage rates 
would make unavoidable; is that true? 

Reverend Meenan. That is true. 

The CuarrMan. Mr. Anfuso. 

Mr. Anruso. I agree wholeheartedly that religious publications 
should be set aside, and since they are nonprofit they should be recog- 
nized as such, with the worth-while good they do. 

I would like to know, however: Are there any magazines or pub- 
lications, to your knowledge, which call themselves religious publica- 
tions, but, in fact, are not, and are circulated merely for the purpose 
of making a profit for the individuals who publish those magazines? 

Dr. Po.ine. I do not know of any. That is a question that I had 
not anticipated. 

Mr. Anrvuso. I think you should look into that question because 
while we are considering making some special provision for religious 
publications, I am sure you do not want to have included this kind 
of publications. 

Dr. Potinc. Father Bussard, do you have a statement to make? 

Reverend Mrenan. I think Mr. Fink could answer at least for the 
Catholic press on that. 

Mr. Finx. I am sure within our group there is not one that is not 
serving a definite cause. 

Mr. AnFruso. Do you have a list of those? 

Mr. Fink. Yes, sir. 

Mr. Anruso. Can you furnish that to the committee? 

Mr. Fink. Yes. 

Dr. Pouina. In other words, the 910. 

The CuarrmMan. Mr. Burnside. 

Mr. Burnsipr. I am definitely in favor of the religious publications 
having rates that you think are necessary to keep them going. I am 
wondering, though, in fairness to the Post Office Department, would 
the religious press be willing to say that this is a subsidy to the 
religious press, so that the Post Office Department may not be blamed 
for deficits? 

Dr. Poutrna. I think that is the answer to the question that my 
associates here associated themselves with. We need to make a 
statement that indicates the character of the grant which is actually 
made, and traditionally, too, by our country, to these publications and 
publications in this whole field. That we should do. 

Mr. Burnsipe. If that is done, then other, different groups cannot 
come in and say they want the same treatment or try to put theme 
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selves in the same classification and ask for subsidies, because they 
are not in the same classification. It is a different classification. 

Dr. Potrne. I am sure that because of the generous regard for us 
by our associates in this other field, that we do not wish to speak in 
such a manner here as to prejudice their case. They are competent 
to speak for themselves, and we do not wish to speak for ourselves in 
such a fashion as to prejudice their case. 

The CHarrmMan. Is that all, Mr. Burnside? 

Mr. Burnsipe. Yes. 

The CuHatrman. Mr. Williams. 

Mr. WiiuraMs. I yield my question to Mr. Hagen. 

Mr. Hagen. Mr. Chairman, I have a suggestion to the amendment 
which would cover these publications. In view of the fact that the 
general consensus of the committee seems to support my suggestion, 
I would like to suggest to the chairman that the clerk draw up an 
amendment so that it would come as a part of a committee amend- 
ment rather than just a suggestion from me. 

The CuarrmMan. That will be taken up when the bill is concluded 
and is before the committee for consideration. 

Mr. Hagen. Thank you. 

The CHarrman. Mr. Armstrong. 

Mr. Armstrona. I am sorry, Mr. Chairman, that I have not been 
here to hear all the testimony. However, I shall read it with great 
interest. 

I just want to say I heartily endorse what Mrs. St. George and what 
the others have said. 

There is one question that occurs to me, however, and perhaps the 
distinguished chairman or some other member of the committee might 
answer it. The question is as to just how much of this deficit is 
chargeable to the religious publications. Does anyone have that 
figure? 

Dr. Potinc. Yes. That is in the statement. 

Mr. Fink. I have it here for the Catholic papers. It is $1,400,000 
a vear. 

Dr. Potina. $1,420,000 covers everything, the total, Catholic, 
Protestant, and Jewish. 

Mr. ArmstronG. That is the religious publications, as distinguished 
from any other publications,—cultural, educational? 

Dr. Pourna. That is right; the 910 we are talking about. 

Mr. Witurams. That is $1,420,000; is that right? 

Mr, Pouina. Yes. 

Mr. Burnsipe. Will that list of the 910 publications be mailed to 
us? 

Dr. Potine. Yes; it will be mailed. 

The CHarrMaNn. Do you have any other questions, Mr. Miller? 

Mr. Mitter. From time to time, statements have been made here 
in the last 2 or 3 days that in certain European countries and other 
countries, the religious press is subsidized with entirely preferential 
rates and in some cases [ believe someone said the delivery was free. 

I was wondering whether or not Mr. Wentzel, since he has the 
facilities, can find out about that for us and furnish us that information. 

Mr. Wenrzev. I should be glad to look it up. 

The CuarrMan. That is a fine suggestion. 
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Mr. Wentzel, will vou try to get that information for the committee 
and present it later? 

Mr. Wenvze-. I shall do that. 

Mr. Lesinskr. Mr. Chairman. 

The CuarrMan. Mr. Lesinski. 

Mr. Lestnskr. I should like to leave a thought here. I am in 
wholehearted agreement that the religious publications should have 
a preferential status, but it occurs to me that in all other lines of gov- 
ernment there are certain people that take advantage of a situation. 

If we do consider these people, we should draw a definite line some 
place, that either some of them are going out for profit or that they 
are religious publications. I think a line should be drawn on that. 

Mr. Karsten. Mr. Chairman, in that connection, I should like to 
ask Dr. Poling if he would be so kind as to give the committee a 
definition of what a religious publication is, something that we may 
have on occasion to refer to in the future. 

Dr. Poutine. The 910 publications we would submit to you would 
include all these Catholic publications, these Jewish publications, and 
Protestant publications that are related to established, recognized 
denominations or orders or agencies within these denominations, and 
within these faiths. 

It would include them all. 

Mr. Karsten. That would be a difficult definition to apply to 
those coming later. 

Dr. Potrna. I see what you mean. We can prepare that. We 
could prepare a statement with the list of the 910. 

Mr. Stewart. And I think that perhaps there could be a small 
committee on a contingent basis, with representatives perhaps of the 
Catholic, Protestant, and Jewish press, that might be helpful in 
determining who did or did not qualify and work with you on your 
definition so the thing would not be left up in the air. 

Mr. Karsten. If an amendment is offered there certainly would 
have to be a definition some place. 

Dr. Potrne. Yes. We will do that. 

The CHarrMan. Are there any other questions? 

We would like to thank you all very much. 

The committee stands adjourned until 10 o’clock tomorrow morning; 

(The committee recessed at 11:50 a. m., to reconvene at 10 a. m3 
Friday, March 16, 1951.) 
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FRIDAY, MARCH 16, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CivIL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in Room 213, 
House Office Building, Hon. P. Miller presiding. 

Mr. Miter. The hearing will come to order. 

Mr. Murray is indisposed this morning. He had a dental operation 
yesterday, which prohibits his being here, so he has aksed me to take 
over. 

The first witness this morning is Mr. A. L. Cole, general business 
manager of Reader’s Digest, representing Reader’s Digest and the 
National Association of Magazine Publishers. 

Mr. Cole. 


STATEMENT OF A. L. COLE, GENERAL BUSINESS MANAGER, 
READER’S DIGEST, ON BEHALF OF READER’S DIGEST AND THE 
NATIONAL ASSOCIATION OF MAGAZINE PUBLISHERS 


Mr. Coxe. Mr. Chairman, may I first thank the chairman and the 
other members of the committee for making it possible for us to appear 
at this hearing and also for your generous allotment of time to Walter 
Fuller and me to present this case. 

With your permission, I would like to read this statement and show 
the charts that are a part of it and then answer questions afterward 
to the best of my ability. 

Mr. Saptak. Mr. Chairman, might I interject a question at this 
point? 

Mr. Miuuer. Yes. 

Mr. Sapuak. Mr. Cole has just mentioned the generous allotment 
of time. Am I correct in assuming that this hearing is to adjourn 
earlier today in order to be able to attend the swearing-in ceremony of 
Mr. Ramspeck? 

Mr. Miter. I am certain that all of us would like to attend Mr. 
Ramspeck’s swearing in. 

How much time will you and Mr. Fuller require, Mr. Cole? 

Mr. Cots. I should think an hour. 

Mr. Mituer. Will you need an hour yourself? 

Mr. Cour. No. I should think Mr. Fuller and I would need an 
hour to finish this testimony. 

Mr. Miuuer. Are both of you in Washington? 

Mr. Cour. No, neither one of us is, and I will be in Cuba tomorrow. 

Mr. Futver (Watrer D., chairman of the board, the Curtis 
Publishing Co.). I could come back next week. 
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Mr. Miuuter. Then do you think you could finish, Mr. Cole, by 
about 10 minutes to 11? We could then adjourn and we could all go 
down and see Mr. Ramspeck, our late colleague, get sworn in. 

Mr. Core, I will be very glad to try to finish by that time, Mr. 
Chairman. 

Mr. Miuuer. Will it be agreeable with you, Mr. Fuller, if we let 
Mr. Cole consume all this time? 

Mr. Fuuier. Yes. I can come back next week. 

Mr. Miiuer. Mr. Belen will advise you. 

Proceed, then, Mr. Cole. 

Mr. Coie. My name is A. L. Cole. Iam the business manager of 
Reader's Digest. I am appearing at this hearing both for the Reader’s 
Digest and for the National Association of Magazine Publishers, whose 
members include 343 magazines with circulation totaling up to 54 per- 
cent of the total magazine circulation in the United States. They 
cover virtually every publishing field and include farm, business, and 


religious publications, as well as general interest magazines. 

We have furnished you an alphabetical list of the 343 magazines 
published by members of the NAMP. 

(The list referred to is as follows:) 


NATIONAL ASSOCIATION OF MAGAZINE PuBLISHERS, INC., MEMBERSHIP 
PuBLICATION List 


Adult Bible Class Monthly 

Advertising Age 

Advertising Agency and Advertising and 
Selling 

Air Trails Pictorial 

All Star Sports 

American Artisan 

American Automobile, The (Overseas) 

American Baker 

American Builder 

American Business 

American City 

American Druggist 

American Home 

American Journal of Nursing 

American Legion Magazine 

American Machinist 

American Magazine 

American Mercury, The 

American Perfumer and Essential Oil 
Review 

American Printer 

Antiques 

Architectural Forum 

Architectural Record 

Astounding Science Fiction 

Atlantic, The 

Automotive Industries 

E] Automovil Américano 

Gene Autry Comics 

Aviation Week 

Baby Care Manual 

Baby Talk 

Bakers Weekly 

Banking 

Best’s Insurance News-Fire and Casualty 
Edition 

Best’s Insurance News-Life Edition 

Better Homes and Gardens 


Biscuit and Cracker Baker 

Bluebook 

Boot and Shoe Recorder 

Boys’ Life 

Brick and Clay Record 

Building Supply News 

Bus Transportation 

Business Week 

Capper’s Farmer 

Ceramic Industry 

Chain Store Age—Administration Edition 

Chain Store Age—Chain Store Foun- 
tain-Restaurant 

Chain Store Age—Drug Executives 
Edition 

Chain Store Age—Drug Store Managers 
Edition 

Chain Store Age—Grocery Executives 
Edition 

Chain Store Age—Grocery Store Man- 
agers Edition 

Chain Store Age—Variety Executives 
Edition 

Chain Store Age—Variety Store Man- 
agers Edition 

Charm 

Chemical Engineering 

Child Life 

Christian Herald 

Christian Standard 

Coal Age 

College and University Business 

Construction Methods and Equipment 

Collier’s 

Commercial Car Journal 

Controller, The 

Coronet 

Corset and Underwear Review 

Cosmopolitan 





Les polite 


ur! tent 


Py 
| 
: 
. 





POSTAL RATE REVISION 


Country Gentleman 

Credit and Financial Management 

Crockery and Glass Journal 

Cue 

Dell Crossword Puzzles 

Department Store Economist 

Diesel Progress 

Distribution Age 

Downbeat 

Dun’s Review 

Electrical Construction and Maintenance 

Electrical Merchandising 

Electrical South 

Electrical West 

Electrical Wholesaling 

Electrical World 

Electronics 

Elks Magazine 

Engineering and Mining Journal 

Engineering News-Record 

Esquire 

Experiences 

Factory Management and Maintenance 

Family Circle 

Farm Journal 

El Farmaceutico 

Feedstuffs 

Felix the Cat 

Field and Stream 

Financial World 

Fleet Owner 

Floral Exchange 
Trade World 

Flower Grower 

Flying 

Food Industries 

Fortune 

Foundry 

Front Page Detective 

Gas Age 

Gas Appliance Merchandising 

Girls’ Fun and Fashion Magazine 

Glamour 

Good Housekeeping 

Grade Teacher, The 

Zane Grey’s Western Magazine 

Grit 

Guernsey Breeders’ Journal 

Handbag and Fashion Accessories 

Hardware Age 

Hardware World 

Harper’s Bazaar 

Harper’s Magazine 

Heating and Ventilating 

Heating, Piping and Air Conditioning 

Carl Anderson’s Henry 

Holiday 

Home Furnishing Merchandising 

Horoscope 

House Beautiful Combined with Home 
and Field 

Home Furnishing Review 

House and Garden 

Household Magazine 

Howdy Doody 

Industrial Distribution 

Industrial Gas 


and Horticultural 
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Industrial Marketing 

Infants’ and Children’s Review 
Ingenieria Internacional Construction 
Ingenieria Internacional Industrial 
Inside Detective 

Instructor, The 


International Graded Lessons—Quar- 
terlies : 
International Graded Lessons— Week- 

lies 


International Uniform Lessons—Quar- 
terlies 

Iniernational Uniform Lessons— Week- 
lies 

Iron Age 

Jack and Jill 

Jewelers’ Circular— Keystone 

Kansas Farmer 

L P Gas 

Ladies’ Home Journal 

Laundry Age 

Laundry Manager 

Life 

Life International 

Linens and Domestics 

Little Iodine 

Marge’s Livile Lulu 

Living for Young Homemakers 

Lone Ranger 

Look 

Lookout 

Looney Tunes and Merry Melodies 

Luggage and Leather Goods 

MeCall’s Magazine 

Me( ‘all’s Pattern Book 

Charley MeCarthy 

McGraw-Hill Digest 

Machine Design 

Machinery 

Mademoiselle 

Magazine Industry 


Marine Engineering and Shipping 
teview 

Michigan Farmer 

Milling Production 

Missouri Ruralist 

Model Airplane News 

Model Railroader, The 

Modern Beauty Shop 

Modern Bride 

Modern Hospital 

Modern Romances 

Modern Screen 

Motor 

Motor Age 

Motor Boating 

Movie Makers 

National Furniture Review 


National Grange Monthly 
National Petroleum News 
National Provisioner 
Nation’s Business 

Naiion’s Schools 
Neighborhood Dry Cleaner 
New Equipment Digesi 
Walter Lantz New Funnies 
New Yorker, The 
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Newsweek 

Northwestern Miller 

Notion and Novelty Review 

Nucleonics 

Official Crossword Puzzles 

One Thousand Jokes 

One Thousand Recipe Cook Book 

Operating Engineer 

Optical Journal and Review of Optom- 
etry 

Outdoor Life 

Parents’ Magazine 

Pathfinder 

Petroleum Processing 

Pharmacy International 

Photo-Engravers Bulletin 

Photoplay 

Playthings 

Poeket Crossword Puzzles 

Pogo 

Popeye 

Popular Mechanics 

Popular Photography 

Popular Science Monthly 

Power 

Practical Builder 

Printers’ Ink 

Product Engineering 

Progressive Farmer, The 

Progressive Grocer 

Publishers’ Weekly 

Radio Album 

Radio-Electronics 

Radio and Television Mirror 

Radio and Television News 

Railway Age 

Railway Engineering and Maintenance 

Railway Mechanical and Electrical 
Engineer 

Railway Signaling and Communications 

Reader’s Digest 

Redbook 

Roy Rogers Comics 

Rotarian, The 

Rudder, The 

Safety Engineering 

Sales Management 

Saturday Evening Post 

School Management 

Scouting Magazine 

Screen Album 
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Screen Stories 

Senior Prom 

Southern Automotive Journal 
Southern Building Supplies 
Southern Hardware 

Southern Power and Industry 
Spectator, Life Insurance in Action 
Spectator, Property Insurance Review 
Spinning Wheel, The 

Sport 

Sports Afield 

Sports Album 


Standard Magazines, Ine.—Comics 
group 

Standard Magazines, Ine.—Fiction 
group 

Standard Rate and Data Service 

Steel 


Suburban Life in New Jersey 
Successful Farming 

Sunday School Times 
Tarzan 

Textile Industries 

Textile World 

This Day 

Tide 

Time 

Time International 

Tom and Jerry Comics 
Town and Country 

Traffic World 

Traits 

Travel 

True Detective 

True Love Stories 

True Romance 

True Story 

United Nations World 
U.S. News and World Report 
Varsity 

Vogue Incorporating Vanity Fair 
Vogue Pattern Book 
Weekly Underwriter, The 
Welding Engineer, The 
Western Stories 

Woman’s Day 

Woman’s Home Companion 
World Convention Dates 
Yachting 

Your New Baby 


Mr. Cousz. Many of the magazines on that list carry advertising; 


some do not. 


My comments that bear directly on Reader’s Digest will come 


later. 


The Postmaster General has told you that: 

1. Because all of his costs, including salaries and transportation, 
have increased greatly in recent years, there must now be an increase 
of at least 100 percent on second-class rates. 

2. Also that second-class rates should go even higher because 
there is no justification today for special postage rates for second- 


class mail. 


3. Also that the newspaper and magazine publishers can have no 
valid objection to the 100-percent rate increase because publishers 
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have increased their prices in recent years by “100 percent to 300 
percent,” and the newspaper and magazine business “has never been 
more prosperous.” 

Let’s examine the facts that bear on the Postmaster General’s 
statements and conclusions. Let’s take them one by one. 

First, has the cost of handling second-class mail increased i00 
percent since second-class rates were last raised? 

The present second-class postage rates were established in 1929. 
For the year 1949, 20 years later, and the most recent year for whic h 
official post office figures are available, the cost of handling a piece of 
second-class mail, according to the cost ascertainment report, is ex- 
actly 28 percent greater than it was in 1929, and the cost of handling a 
pound of second-class mail is exactly 34 percent greater. 

Should second-class rates by increased 100 percent to offset an in- 
crease of 28 percent in the cost of handling a piece of second-class mail, 
or to offset an increase of 34 percent in the cost of handling a pound of 
it? 

The reason why costs of handling second-class mail are up only 
about 30 percent in spite of much larger increases in salaries and other 
costs is because of the tremendous increase in post office volume 
during the past 20 years. 

Second, are special second-class rates in the public interest and 
currently desirable? 

The Postmaster General does not simply say that the costs of han- 
dling second class are higher today than when the rates were estab- 
lished and, therefore, the rates should be raised 100 hundred percent; 
he has repeatedly said that the justification for low second-class mail 
rates has ceased to exist. 

We contend that the policy of low second-class rates which was 
established in 1879—72 vears ago—is based on a principle which was 
valid then and is just as valid today, if not more so. Briefly, that 
principle is that it is in the public interest to maintain low postal 
rates so as to make possible low prices for newspapers and magazines 
so that as many people as possible can afford to buy and read them. 

Again, and again, Congress has reaffirmed that principle. Through 
many medical publications, doctors in the United States keep in 
touch with medical advances. Through many business publications, 
men in every field of business are informed of developments affecting 
them. Through many magazines farmers keep up with the advances 
in agriculture and the housewife with labor-saving devices and other 
helps to good living; and the general public as well stays abreast of 
world developments through newspapers and a diversified group of 
general-interest magazines. 

There are about 25,000 publications entered as second-class mail. 
Their diversified coverage is shown on our chart. 

About half of the publications of the 25,000 are newspapers; about 
half of them are magazines of one kind or another. 

Seventy vears ago, when special second-class rates were established 
in the belief that they would benefit the Nation as a whole, Congress 
formally recognized for the first time that to make worth-while reading 
matter widely available at low cost would help to advance the unity 
of our country in matters of the mind and spirit. That unity, in the 
70 years since, has certainly been strengthened, and in that strength- 
_— this public-interest policy of the Congress has been an important 
actor. 
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You will surely remember that only 5 or 10 years ago many honest, 
loyal Americans were befuddled, some of them even bewitched, by 
what was going on in Soviet Russia. Today Americans, even though 
they live in the most remote areas of our country, are awake to the 
basic, unchanging threat of communism to every possession we have 
and every value we believe in. 

This awakening has been immeasurably helped by the constant, 
courageous exposures carried on by magazines that have been made 
available, at low cost, to all American ‘people because Congress has 
maintained special rates of postage for periodicals. 

The State Department appreciates the value of getting this kind of 
information about what communism is, and what democracy is, to 
our friends abroad. It directly facilitates and encourages the distri- 
bution of American magazines overseas. 

The Reader’s Digest is now published in 11 languages and bought 
each month by more than 6 million persons in 37 countries this side of 
the iron curtain. A number of other publishers have foreign editions 
and, prompted by the State Department, many other magazines 
have materially increased their distribution abroad. 

I have copies of the Digest editions here, if anybody is interested 
in looking at them later. I also have the Braille edition and the 
talking book, which has been published for 12 years for people who are 
blind. 

But certainly the job of informing people begins at home. If you 
compare the $111 million being spent by the State Department on 
its foreign information program with the deficit attributed by the 
Postmaster General to second-class mail, I think you will agree that 
the price being paid for this service to our own people is not out of 
line even now. More efficient procedures can cut the present cost. 
But can anyone contend that the cost has been excessive for the results 
achieved? 

If Congress agrees with the Postmaster General that the principle 
of special second-class rates established in the public interest in 1879 
and reaffirmed again and again by Congress is no longer valid, that is 
another matter altogether. 

Congress, we know, has the power to change long-standing policy 
any time it thinks such a course to be in the public interest. 

To summarize on this point: Post-office costs of handling second- 
class mail have increased 28 percent per piece and 34 percent per 
pound since the present second-class rates were established. A 100 
percent increase obviously isn’t necessary to offset increased costs. 
A rise of only about 30 percent will do that. 

However, if Congress thinks the policy of low second-class rates is 
no longer in the public interest, it, of course, can reverse that policy. 

Mr. Miiiter. Mr. Cole, haveé you given consideration to the fact 
that there was a deficit in 1929, when the basis was established on 
which we are now preparing these rates? 

Mr. Cour. Yes, I have; and if you will allow me to finish this, 
Mr. Chairman, I will get to that later on. 

Mr. Miuier. Very well. Excuse me. 

Mr. Coxe. The next point I would like to bring up is: Can publishers 
afford to pay a 100 percent increase in rates? 

The Postmaster General says that the publishing industry today is 
more prosperous than ever and it can well afford to pay the trifling 
amount requested by the Post Office. 
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It is interesting to contrast this statement of the Postmaster 
General’s with a statement he made on March 23, 1948, when this 
committee was considering a 25 percent increase in second-class 
postage rates: 

It will be noted that the rates proposed for second-class mail are the same as 
those embodied in H. R. 3519 which were adopted by the House Post Office 
Committee after long study and consideration as representing the maximum 
amount of additional postage that should be required to be paid by the publishers 
of newspapers and other periodical publications. 

The magazine publishing business is now less prosperous than it 
was in 1948 and now the Postmaster General asks for a hundred 
percent increase in second-class rates. 

He has told you that publishers have increased their prices in recent 
years by 100 to 300 percent, and, therefore, can easily afford a 100- 
percent increase on postal rates. But this is not so. 

One of the country’s leading public accountants, Peat, Marwick & 
Mitchell, has just completed a survey of the 1950 earnings for a 
reliable cross-section of the entire magazine industry. Publishers of 
114 magazines, including most of the better known, and more success- 
ful magazines—I might say all of them—reported their 1950 gross 
income and earnings. If we divide the gross income actually received 
by these magazines in 1950 by the number of pages printed, we find 
that last year these magazines received 37 percent more per page 
printed than they received in the period from 1935 through 1939. 

This includes varying increases in both advertising rates and news- 
stand and subscription prices. 

So for the industry as a whole, prices were increased not 100 to 300 
percent, as stated by the Postmaster General, but about 37 percent. 
Costs increased more, but we publishers have not dared to make up 
the difference by further price increases, because we know our cus- 
tomers resist higher prices 

The Postmaster General has mentioned that his costs have gone up 
since 1945. So have ours. But because of resistance to higher prices, 
our dollar profits before taxes today are less then half of what the ‘Vv 
were in 1945. And taxes have gone up since then, too. 

The National City Bank published a statement here, which they 
got out yesterday, stating that 2,200 corporations who have just re- 
ported their income for 1950 show a net profit after taxes which 
is 32 percent greater than that of the year before. 

The magazine publishing industry’s ‘profits in 1950 are slightly less 
than they were the year before, and that is a good indication of the 
fact that the magazine business has not shared in the upturn in 
profits as a result of the present inflationary period. 

Current profits are a much smaller percentage of gross income than 
at any time in the past. 

The average net profit after taxes for this representative group of 
publishers has dropped steadily since 1946, and in 1950 it was 4.3 
percent of their total gross income. 

This is only about half the average profit reported by SEC for all 
United States manufacturing industries. 

As shown by the chart, the publishing industry is in sixteenth place 
as far as percentage of profit goes among the 20 major industries of 
the country, as reported by the SEC. 
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As a comparison, in 1950, the American Telephone & Telegraph Co. 
earned a net profit after taxes of 11 percent on its operation. The 
paper industry that sells to magazines made 10 percent on its volume. 

The profit figure shown there, of 4.9 percent, of printing and pub- 
lishing, includes the printing business, which has prospered to a much 
greater extent than the publishing business has. They have been 
able to increase their prices to us, and we have not been able to pass 
them on the public. 

It is true that there has continued to be a healthy growth in the 
total number of copies of magazines sold. But the Postmaster 
General is mistaken when he tells vou that magazines carried more 
advertising in 1950 than in previous years. That is true of only a 
comparatively few magazines. 

For the industry as a whole less advertising was carried, as shown 
by the chart on the next page. Though the number of advertising 
pages sold increased for several vears, it is now considerably less than 
it was in 1946 or in 1947. 

1 am hurrying through this. I hope it is intelligible. 

Mr. Minter. I do not want you to be forced to go through so 
rapidly as to weaken your case. 

Mr. Coxe. I want to say that a lot of preparation went into this, 
and I do not want to read it too fast for anybody to understand it. If 
I am going too fast, I would like to know. 

Mr. Mixuer. Is it too fast for anybody? 

All right, proceed. 

Mr. Cote. Some magazines do have large dollar profits, but it gives 
a completely false impression to quote figures such as $80 million of 
advertising income and not say anything about the really significant 
figures of profits for the industry as a whole. All publications will 
have to pay the higher postage rates if Congress increases them. 

The postal rates proposed in H. R. 2982 would wipe out the net profits 
of most magazines and the magazine industry could not begin to 
absorb the increases proposed in this bill without increasing the prices 
charged to readers and advertisers. The effect would be a new push 
in the inflationary spiral, a drop in the volume of magazines going 
through the mail, and a probable reduction in profits, with a partial 
or near total loss of income-tax revenue to the United States Treasury. 

Perhaps the most important result would be that those who can 
least afford it, and perhaps need it most, would be deprived, as a 
result of higher prices, of the advantages of worth-while reading. 

To summarize on this point: 

1. Profits of the magazine industry have not increased during the 
postwar inflationary period, as the profits of other industries have. 

2. Magazines have not been able to pass on the full amount of 
their increased cost to readers and advertisers. 

3. Therefore, their operating profits are only half of those of 1946, 
and there is no indication now that further cost increases for postage 
or anything else can be collected without a loss of volume and a 
further reduction of profit. 

Our next point is: Improved methods should reduce post-office 
costs next year and reduce them more in future years. 

Many of us were surprised to learn that half of the post-office 
trucks in 1949 were 15 years old and that in Philadelphia and some 
other cities some mail deliveries are still actually being made by horse 
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and wagon. It was a real source of gratification, therefore, to learn 
that 15,000 new trucks will soon be carrying much of our mail, with 
a probable sizable saving in upkeep. That is real progress, and the 
Postmaster General is to be congratulated. 

We are glad to learn that the Department plans to shift from rail- 
roads to trucks for mail movements within a 200-mile radius. It has 
been reported that the savings resulting from this should be several 
million dollars a year. 

In 1949 there was a loss of $28 million in the handling of money 
orders. A year ago the Postmaster General requested higher money- 
order rates. But this year he makes no such request. He has said 
that the new system for handling money orders will reduce costs and 
may entirely eliminate the loss. 

We understand that the Post Office is just establishing a research 
department to continuously study improved procedures and ways of 
saving money. That is certainly long overdue in a business totaling 
$1,800,000,000 a year. If research does for the Post Office what it has 
done for most businesses tremendous cost savings will result in a very 
few years. 

As recently as last week, Dr. Robert Johnson stated that if the re- 
forms in post-office procedure recommended by the Hovoer Com- 
mission were put into effect there would be a saving of at least $150 
million a year. 

Wouldn't it be better to put these improved procedures into effect 
than to raise rates at this time by 100 percent? 

One-hundred-percent price increases will not only add to the infla- 
tion we already have, and we can’t stand much more of it, but surely 
will relax the pressure for further improvement in post-office pro- 
cedures. 

Next we would like to discuss the question: What should be re- 
garded as the real figure of the post-office deficit? 

Improved procedures now going into effect, and additional im- 
provements that should be inaugurated, may be expected to reduce 
the deficit. And there is sound historic reason for believing that as 
we move into fuller mobilization for defense the deficit may dwindle 
away and even actually disappear. 

It may be a confusion of terms to talk about a ‘‘deficit’’ at all. 

We all know that the post-office cost figures include certain charges 
for services expressly intended not to pay their way. In 1949 subsidy 
items, domestic and foreign air mail, air parcel post, et cetera, plus 
penalty mail and the free services, cost about $160 million. The 
Postmaster General agrees that the current deficit after deducting 
those charges is about $360 million, not $520 million. 

There are 41,000 post offices in the United States. Many of these 
post offices are located in places where so few people live and where 
so little mail is delivered that the very high cost of each piece or each 
pound of mail delivered can only be justified as an extension of the 
valuable service of the post office to all people, regardless of cost or 
regardless of the difficulty of mail delivery. 

The R. F. D. represents an even more costly part of post-office 
service. 

The National Association of Letter Carriers has pointed out that 
the Department of Agriculture annually spends many times the 
amount of the post-office deficit, in excess of 2 billion dollars, as 
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shown by the chart on the next page, yet this expense is not referred 
to as a deficit. 

The NALC adds that the Commerce Department and the Interior 
Department each spend more than a billion dollars a year to convey 
information and service to the public, yet these expenditures are 
never referred to as deficits; and that Federal aid to State and local 
governments in 1949 amounted to almost 2 billion dollars, but this 
is never referred to as a deficit. 

Is not the service of the post office to all the American people an 
equally justified public service? 

As to the cost-ascertainment report, the post-office cost-ascertain- 
ment report has been in existence since 1923. It is an apportionment 
of expenses based on arbitrary standards, and the rates charged 
since 1923 have had to take into consideration many factors which 
do not enter at all into the cost-ascertainment report. 

The Postmaster General says that every class of mail should pay 
its allocated share of the expense, as set forth in the cost-ascertainment 
report. 

After listening to his testimony, I assume that many members of 
this committee believe that second-class mail is actually causing a 
200-million-dollar loss to the United States Post Office. However, if 
all magazines and newspapers were to stop using the post office the 
over-all postal deficit would not be reduced one iota and in all proba- 
bility it would be greater than it now is. That is shown by a study 
made for us last year by Price, Waterhouse & Co. 

I would like to have the text of that report included as part of this 
record. 

Mr. Minter. Without objection, that may be inserted into the 
record at this point. 

(The report referred to is as follows:) 


THe NATIONAL ASSOCIATION OF MAGAZINE PuBLISHERS, INC., Report Datrep 
June 15, 1950, on Review or Certain Pustic DocuMEeNTs RELATING TO 
Proposed INCREASE IN PosTaAL Rates oF Seconp-CLass Mati 


Prick, WATERHOUSE & Co., 
New York 5, June 15, 1950, 
Tue NATIONAL ASSOCIATION OF MAGAZINE PuBLISHERS, INC., 
232 Madison Avenue, New York 16, N. Y. 

Dear Stirs: In connection with proposed increases in postal rates of second- 
class mail we have at your request reviewed copies of the public documents shown 
on the attached list. The purpose was to determine the reasonableness of the 
figure of $95,000,000, quoted by Postmaster General Donaldson in testimony in 
May 1949, as the amount of the immediate annual saving in post-office expendi- 
tures if second-class mail were eliminated entirely from the mail. 

Postmaster General Donaldson im his testimony before a subcommittee of the 
Committee on Post Office and Civil Service of the United States Senate on May 
10, 1949, stated: 

“Now, the cost ascertainment, in running this over, indicated that there would 
be immediate savings—and I want to give this to refute the argument that we 
would not save anything—an immediate saving of over $95,000,000.” 

The postmaster general did not include sufficient detailed information to identify 
the nature of the “immediate savings.” 

The testimony of Nelson B. Wentzel, Deputy Third Assistant Postmaster Gen- 
eral, on April 13, 1949, before the same subcommittee, in connection with ques- 
tions from Senator Thye as to out-of-pocket expenditures of the Post Office Depart- 
ment chargeable to second-class mail, included the following: 

“The only statement that I am able to say much about at this time is that 
we made a calculation in response to numerous inquiries, both from publishers 
and from Members of Congress, as to how much the Department would save if 
all second-class matter were eliminated, and the figure which has been given to 
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me by our cost-ascertainment office is $95,000,000; that much we would be ahead 
if we did not have any second-class matter.”’ : 

In the annual cost-ascertainment reports of the Post Office Department, the 
allocation of total expenditures for various classes of mail is on the basis of 
statistical studies conducted at various times and locations during the vear. 
These reports do not show any estimates of the expenditures directly chargeable 
to the various classes. 

Postmaster General Donaldson’s testimony revealed that in the $95,000,000 
there were included immediate savings applicable to compensation of post- 
masters, postal clerks, and city delivery service but none of the documents 
reviewed revealed the nature of the other items included therein nor the method 
of determining the amount thereof. In order to verify the reasonableness of the 
amount it would be necessary to have this information in detail. 

On the assumption that expenditures directly chargeable to second-class mail 
would be included in any computation of an amount of immediate savings due to 
the elimination of such service, we endeavored to ascertain if the information 
available could be used as a basis for estimating such expenditures. The docu- 
ments reviewed revealed no such current information but did contain a copy of 
a letter written under date of December 8, 1933, by Acting Postmaster General 
Joseph C. O’Mahoney to the Honorable Lewis W. Douglas, Director, Bureau of 
the Budget, ‘‘with reference to an increase of the rates of postage upon mail 
matter of the second class.’’ That letter sets forth the total expenditures appor- 
tioned to second-class mail for the year 1932 by main appropriation headings as 
determined from the cost-ascertainment report. Also the Department’s estimate 
of expenditures directly chargeable to second-class mail was given for each item 
of total expenditures, Using these two amounts, we computed for each item the 
ratio of the estimated expenditures directly chargeable to second-class mail to 
the total expenditures apportioned thereto. 

Since the documents contained no other information which would enable us to 
compute the estimated expenditures directly chargeable to the second-class mail, 
we applied these ratios to the total expenditures for the years 1948 and 1949 as 
apportioned in the cost-ascertainment reports. On this basis the amount of 
expenditures directly chargeable to second-class mail for the vear 1948 would be 
approximately $31,500,000 and for 1949, $34,000,000. According to the cost- 
ascertainment reports, the revenue apportioned to second-class mail was $41,300,- 
000 in 1948 and $43,500,000 in 1949. 

Attention is directed to the fact that, when questioned about the applicability 
of this method, Postmaster General Donaldson made the following remarks during 
his testimony before the Senate subcommittee on May 11, 1949: 

“Mr. Chairman, the statement made in 1933, which Senator Humphrey re- 
ferred to vesterday, is not applicable in this case, as the deficit for the postal 
service at that time was less than $150,000,000 and there was no effort on the part 
of the Department to raise postage rates, but there was some argument at that 
time and some petitions for reducing the rate on first-class mail from 3 cents to 2 
cents, and that is what drew out the correspondence between the then Assistant 
Postmaster General and the Bureau of the Budget.” 

Earlier in his testimony the Postmaster General stated that the method was 
not applicable because ‘‘Furthermore, at that item the average salary of the 
postal emplovees, from the lowest paid to the highest paid, was $1,950 per annum ; 
whereas today it is $3,250 per annum.”’ He also stated ‘‘There were no situations 
at all existing in 1933 that are comparable to 1949.” 

The above reasons from an accounting viewpoint do not appear adequate to 
justify the conclusion that a method which was applicable in 1933 would be en- 
tirely inapplicable in 1949. It is true that changed conditions may require modi- 
fication in a method of cost allocation. However, our experience as accountants 
has been that a sound method is rarely wholly inapplicable unless there is a com- 
plete change in the character of the operations. 

To ascertain the possible effect of any material change in the relative estimated 
volume of second-class mail which could have a material effect on the computed 
expenditures directly chargeable thereto, there is attached a chart showing the 
relationship of the estimated expenditures, directly chargeable to second-class 
mail, to revenues and to volume in pieces, for the fiscal years 1932, 1948, and 1949, 

In view of the foregoing, and since none of the public testimony reviewed 
revealed information as to the methods of determining the amount of $95,000,000 
previously referred to, we are not in a position either to verify or refute the 
reasonableness thereof. 

Yours very truly, 
Prick WateRHOUSE & Co. 








262 POSTAL RATE REVISION 


STUDY OF TOTAL DOMESTIC SECOND CLASS MAIL 
RELATIONSHIP OF ESTIMATED DIRECTLY CHARGEABLE EXPENDITURES 
TO 
VOLUME OF PIECES AND REVENUE 


FISCAL YEARS ENDED 6/30, 1932, 1948, 1949 


Expenditures Expenditures 
. Volume of Revenues 

Directly Directly 
Second Class Apportioned 
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SOURCES FOR FIGURES USED IM COMPILATION: 
Revenues and Pieces:- From Cost Ascertainment Reports of U.S. Post Office Department 
Expenditures directly chargeable to Second Class Mail:- Estimates based on a letter of Post 
Office Department dated December 8, 1933, as explained in the attached report of Price, 
Waterhouse & Co., dated June 15, 1950, to which reference is made. 
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List of public documents reviewed in connection with proposed increase in postal 
rates of second-class mail 


1. Cost Ascertainment Reports of the Post Office Department, years 1932, 1948 
and 1949. 

2. Report on second-class mail to the Postmaster General submitted by Charles 
A. Heiss, special consultant, dated May 21, 1946. 

3. Hearings before the Committee on Civil Service, United States Senate (S. 
Res. 43, pt. III, Apr. 9 and 18, 1947). 

4. Hearings before the Committee on Post Office and Civil Service, House of 
Representatives (H. R. 2408, March and April 1947). 

5. House of Representatives Report No. 410, submitted by Mr. Vursell, dated 


May 21, 1947, on Providing for Permanent Postal Rates. 

6. House of Representatives Report No. 1242, preliminary report, submitted by 
Mr. Rees, dated January 15, 1948, on the subject Survey and Study of the 
Postal Service. 

House of Representatives Report No. 2434, submitted by Mr. Rees, dated 
June 19, 1948, on Special Study of Unit Costs by Classes of Mail and 
Special Services at the 20 Largest Post Offices. 

8. The Report to Congress of the Committee on Organization of the Executive 
Branch of the Government on the Post Office, dated February 1949, and 
Appendix I, Task Force Report on the Post Office, dated January 1949. 

9. Hearings before a subcommittee of the Committee on Post Office and Civil 
rb pa United States Senate (S. 1103, pts. I and II, April and May 
1949). 

10. House of Representatives Report No. 1452, submitted by Mr. Miller of 
California, dated October 17, 1949, on Postal Rate Increases. 

11. House of Representatives Minority Report No. 1452, part 2, dated January 

31, 1950, submitted by Mr. Hagen. 

Mr. Coie. The Price, Waterhouse report shows that the out-of- 
pocket cost to the Post Office Department of handling second-class 
mail in 1949 was only 34 million dollars, while income from the same 
source was 41 million dollars. 

Instead of the 200-million-dollar loss shown for second-class mail in 
the cost-ascertainment report, there was a surplus to the Post Office 
of 7 million dollars if out-of-pocket cost is considered as the real cost 
of handling second-class mail. 

We realize that this does not agree with the 95-million-dollar figure 
of out-of-pocket cost quoted last year by the Postmaster General. We 
suggest that only this committee can determine what the correct 
figures are. Price, Waterhouse has said that they are ready to have 
one of their partners appear before this committee to substantiate their 
figures. 

Here is an example of how the cost-accounting system works: 

About one-third of the $152 million 1949 cost of rural free delivery 
was charged to second-class mail and less than that was charged to 
first-class mail. Yet R. F. D. was set up for the purpose of giving 
daily first-class mail deliveries to citizens in rural areas. 

Quite apart from the fact that it delivers 20 percent more first- 
class pieces than second-class pieces, and, of course, gives letters 

riority of service, R. F. D. would continue if no magazines were 

involved at all. 

To charge magazines and newspapers with over a third of its cost 
is, therefore, a patent absurdity, if you plan to use these figures to 
settle rates for first- and second-class mail. This fact has long been 
recognized. 

As far back as 1933, Acting Postmaster General Joseph C. 
O'Mahoney, now the Senator, wrote to the Director of the Budget, 
Lewis W. Douglas: 
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For the fiseal year 1932 the allocation to second-class matter included more than 
39 million dollars of the 106 million dollars expended for the rural delivery service, 
no part of which could have been saved if second-class matter had been entirely 
withdrawn from the mails. 


Many businesses have the same problem of relating an apportion- 
ment of expenses to the formulation of a rate structure. The differ- 
ences between rates charged for second-class and first-class mail might 
well be compared to the differences between rates charged for straight 
telegrams and day or night letters. The telegraph company knows 
that they make more money by encouraging deferred wires of all 
sorts, including even birthday greetings and Easter greetings, at low 
rates, than by having none at all. In making their rates they dis- 
regard cost-allocation principles and set a rate which will attract busi- 
ness that they otherwise would not get. 

On a cost-allocation basis, night telephone calls would probably 
cost twice as much as day telephone calls, but the rate is about half 
as much. 

I might say that in many other countries in the world where we 
publish magazines—and in very few countries do they have low 
second-class rates—there are no magazines that go through the mail 
at all. There is no subscription business. They are sold on the 
newsstands only and, by and large, they have no magazine industry 
at all. Publications, except the cheapest kind, cost so much that 
very few people can have them. The low second-class rates in the 
United States are a major factor in the fact that there is a diversified 
industry of magazines serving the American people. 

Postmaster General after Postmaster General has agreed that the 
cost-ascertainment report should be considered simply as a book- 
keeping method of allocating expenses, and nothing more. It should 
not be used as a basis for making rates. 

As Postmaster General Frank C. Walker, in his report for the 

vear 1942, said: 
The purpose of cost ascertainment is to credit as accurately as possible to each class 
of mail and each special service the revenue earned by it, and charge each class of 
mail and each special service with its share of the expenditure. Its methods and 
figures have been criticized. I have not been satisfied personally that they should 
be used for rate purposes. * Cost ascertainment does not and possibly 
cannot reflect intangible factors such as degrees of preferment in mail handling, 
the relative importance and economic value of the several classes of mail, or the 
relative priority of service. 

And now, before I summarize the points I have made, I should like 
to refer briefly and specifically to the effect of this proposed legislation 
on the magazine by which I am employed, the Reader’s Digest. 

The Reader’s Digest paid the United States Post Office in 1950 a 
total of $2,100,000. That is about 12 percent of our entire income 
from the United States edition of the Reader’s Digest. About 
seven hundred thousand dollars was paid for first-class mail, a sizable 
proportion of which was for post cards; five hundred thousand was 
paid for second-class mail, and nine hundred thousand dollars was 
paid for third-class mail. 

If you increase the postal rates as specified in the bill which you are 
considering, the annual cost of postage paid by the Reader’s Digest, 
we estimate, would increase by something over $1,500,000, on the 
same volume of business. This includes the proposed 100-percent 
increase in post cards. 
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In the last 30 years we have been able to absorb increases in the 
price of paper, printing, and other items of cost, but no major supplier 
of any material or service has ever before hit us with a 100-percent 
price increase and, if he had, our price certainly would have had to 
go up. 

On the occasions where we have been presented with even a 5- 
percent, 10-percent, or 15-percent increase, | can assure you that it 
has looked mighty big to us. None of our suppliers has a monopoly 
such as the post office. has, and they must consider the general welfare 
of those who purchase their materials or services. Perhaps that is 
why none has ever proposed a 100-percent price increase. 

The proposed increase in postal rates which you are now considering 
represents for us a sum larger than the total net profit, before taxes, 
of the Reader’s Digest in the United States. 

Therefore, if you increase the postal rates charged to the Reader’s 
Digest by 100 percent, this will have to be passed on to our readers. 
We think that the public considers price increases as out of line with 
national policy at this time. Can you imagine the public indignation 
if prices generally were increased 100 percent right now? 

The question has been asked: Why should Reader’s Digest worry 
about a double postage bill? Actually, doesn’t this mean only an 
extra half cent per delivered copy? 

That sounds like a plausible ry a But though a half cent a 
copy may not seem like much, a half a cent times 9,000,000 copies, 
times 12 months a year, means a caniiaiions postage increase of 
$540 thousand, and I assure vou that though the Reader’s Digest has 
been a successful publishing venture, $540 thousand is a lot of money 
to us. 

And, in addition to that $540 thousand, we'd have to dig up $1 
million more to pay the proposed increases in the rates on other classes 
of mail. 

The fact that Ree dor’s Digest pays only half a cent per copy for 
postage has been mentioned several times before this committee. 

Perhaps vou do not realize that approximately 60 percent of all the 
pieces of second-class mail pay less than that, and that the average 
postage paid for all second-class mail is only six- te nths of a cent per 
piece, only one-tenth of a cent more than Reader’s Digest pays. 

The postage paid by Reader's Digest per copy is low because the 
Digest is small and lightweight and carries no advertising. We pay 
the same postage rates for reading matter that every other periodical 
pays. Yet even at present postage rates we save money by sending 
over 1 million copies a month by other means than the postal service. 

If Reader’s Digest has to break the price front we have maintained 
for 30 years in order to pay the proposed 100-percent increase in 
postal rates, we could not simply add a half cent or even 2 cents to 
the price of the Reader’s Digest. 

Commissions and discounts paid to subscription agents and dealers 
are based on a percentage of the retail piree, so their ‘mark- -up must be 
added to any price increase. 

Also, the Reader’s Digest, like other magazines, is a product affected 
by the factor of convenience in units of price. For magazines there 
is no place to stop between 25 and 35 cents. 

Do you know of any 26-cent, 27-cent, or even 30-cent magazine? 
Almost all magazines must reckon with the forces of convenient units 
of coins. 
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Mr. Mitier. What would be the matter with 30 cents? 

Mr. Core. I do not know, Mr. Miller. It might be a good idea. 

Mr. Mruuer. [ just know you jumped from 25 to 35. 

Mr. Core. We have not jumped. 

Mr. Mriier. You mentioned this convenience in coins and I was 
just thinking of a quarter and a nickel. 

Mr. Coxe. Theoretically, there is not a thing the matter with a 
30-cent price any more than there is with a 20-cent price, but nobody 
has been been able to sell a magazine in sufficient quantity at either 
20 or 30 cents to have such a price stick. I do not know what there 
is about it. 

I mean if you were in the magazine business, you might be able to 
do it successfully. 

Mr. Mituer. That is the explanation. 

Mr. Coue. I think it is, and I do not know why. I wish we could 
do it that way. We have not raised the price, you know, for 30 years. 

Mr. Mier. I know you have not. But 1 was wondering about 
that argument of yours, about the convenience of a nickel. 

Mr. Coie. Now will doubling postage rates double income received 
by the Government? 

Mr. Wentzel can tell you that when the rate for postal cards was 
increased from 1 cent to 2 cents in 1917, the number of post cards 
mailed dropped 60 percent. The letter rate at that time was 2 cents, 
however. The old post-card rate was hastily reinstated. 

Again, back in 1932 when second-class rates were increased for a 
2-vear period, the volume dropped so much that the Post Office agreed 
to the automatic reinstatement of the lower rates. 

And when the air-mail rate was raised from 5 cents to 8 cents in 
March 1944 volume fell off so sharply that the old rate was restored less 
than 2 years later. 

In 1949, by contrast, a more moderate air-mail increase, from 5 to 
6 cents, was put into effect without materially cutting the quantity of 
air mail sent. 

Our next point is: What can be done about the current post-office 
deficit? 

This committee is studying the cause and possible cures for postal 
deficits. You would like to reduce or eliminate the deficits and not 
hurt anyone. What, then, can be done? 

Many members of the House and Senate Post Office Committees 
at various times have commented on the complexity of this problem— 
on the difficulty in the time available to them from other duties of 
really getting to the heart of the problem of postal rates and postal 
methods. They find it almost impossible to decide on changes in 
rates without undue harm to the citizens concerned and with justice 
to the Post Office Department. 

On the basis of the facts I have set forth, there is no justification 
that I can imagine for a rise of more than 30 percent in second-class 
postage rates. I cannot recommend a specific percentage of increase, 
or any increase; this committee will have to be the judge of that after 
hearing all the testimony presented by all your witnesses. 

The fact is that a 30-percent increase would do serious harm to 
many publishers. With the industry-wide profit margin now down to 
4.3 percent, a large number of publishers are obviously making an 
even smaller profit. A 30-percent rise in second-class postage rates 
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would put many of those publishers out of business. You will have 
to decide how much less the increase should be, or whether there 
should be any increase at all. 

If there is any increase, it should be spread over at least a 3-year 
period, to take care of subscriptions that are paid for in advance; I 
am glad to see that the Postmaster General has recognized this need 
for spreading any increase over several years. 

The fact is that this committee is engaged on a task that is almost 
superhuman. Here are 25 or 30 of you in the House, including the 
committee staff, and 13 to 20 more in the Senate, and you have to 
decide a full schedule of rates and lay down policy for an organization 
that extends into not only every village but every R. F. D. box in the 
whole United States, one that every day serves more than 150 million 
people. 

By contrast, the New York State Public Service Commission, which 
deals with matters affecting only one State, employs a total of 595 
full-time people, including accountants, engineers, and field inspectors. 

It seems to me that you need some kind of protection against this 
endless drain on your necessarily limited time. 

And, incidentally, I think that we of the publishing industry need 
protection, protection for our businesses and for our 130 million 
readers from a monopoly that seems to be always asking for higher 
and higher rates. 

Mr. Mutter. | might say by way of commentary: Never getting it. 

Mr. Coxe. If you did something maybe we would get it, Mr. 
Miller. I think you have some ideas on this point. 

Monopolies generally need regulation and the United States Post 
Office appears to be no exception. Don’t misunderstand me, we have 
a cordial relationship with all members of the Post Office staff. But 
the United States Post Office Department does have a monopoly on 
the delivery of all first-class mail. No one else can engage in that 
business. 

And because of this absolute monopoly on first-class mail, it has a 
practical monopoly on the delivery of most other classes of mail, the 
addition of which to the postal volume permits first class to be handled 
at the low rates we now have. Without these other classes of mail, 
experts say first-class mail would be 5 to 6 cents per ounce instead of 
3 cents. 

We publishers urge this Congress to consider the establishment of 
a commission that would study the matter of postal rates and be 
ready to help Congress to not only give every justified consideration 
to the request for rate increases from the Postmaster General, but 
also to act as a protector of the public against the $2,000,000,000 a 
year Government-owned monopoly which is what the United States 
Post Office is. 

One promising start in this direction was Senate Joint Resolution 
197, proposed toward the end of the Eighty-first Congress by Senator 
Edward L. Leahy, Democrat, of Rhode Island, to— 

Provide for the appointment of a joint committee to investigate the business 
methods, operations, rates, and charges of the postai service 

Such a joint committee might consist of Members of both Houses 
of Congress, assisted by a full-time staff of experts. It should work 
closely with the Postal Advisory Board, recently appointed by 
President Truman, and with the post office. 
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We do not propose the establishment of a commission as an excuse 
to delay congressional action on rates; very possibly some interim 
legislation is necessary. 

Mr. Mitter. Mr. Cole, let me ask: Are you going to take much 
longer? 

Mr. Coxe. I will finish in about 2 minutes. 

Mr. Mituer. I was goimg to say that you can finish your statement, 
but | know that some of these gentlemen of the committee will want 
to ask you some questions. Will you come back this afternoon? 

Mr. Cote. Yes, | would be delighted to. I have to get a plane at 
3 o'clock. 

Mr. Mriter. Would 1:30 be all right?) That would give vou about 
an hour? 

Mr. Coxe. I would be delighted to be here at 1:30, if that suits your 
convenience, 

Mr. Mrtier. Suppose you proceed, then, and when you finish we 
will adjourn without objection until 1:30 this afternoon. 

Mr. Cote. We do not propose the establishment of a commission 
as an excuse to delay congressional action on rates; very possibly some 
interim legislation is necessary. But I should like to point out that 
many users of the mails have been urging the formation of such a com- 
mittee or commission for years, and that, in our opinion, if that had 
been done, many of the issues the Postmaster General has presented to 
you might by now be resolved. 

Some of these issues are: 

1. What definite proportion of the post office service rendered to 
each class of mail and to each major division of each class should be 
considered as a service that should be subsidized to the general public 
and therefore not be included in the rates charged? 

2. Should the full cost of rural free delivery be paid for in postage 
rates, or how much of it should be considered as a justified service to 
people who live in rural areas? 

3. Certain kinds of publications in second class now pay no postage 
or much less than the average of the per piece or per pound payment 
of all second class. Should this cost be regarded as a subsidy to the 
public and therefore not become part of the expense borne by other 
users of second-class mail? 

4. How much in dollars, or what proportion of allocated expense of 
second-class mail, should be regarded as a subsidy to the public because 
of the unifying educational value of a wide dissemination of news and 
general information in newspapers and magazines? 

5. To what extent should postage rates take into account the degree 
of preferment in the handling and delivery available to mail users, and 
purely out-of-pocket costs as well as theoretical distribution of expense? 

If this Congress believes that the deficit cannot be cut sufficiently 
by reducing post office costs, and insists that revenues too must be 
materially increased, there is only one way that this can be done. 
First-class letter rates were last changed 18 years ago. During those 
18 years, according to the post-office figures, the cost of handling 
first-class mail has increased 29 percent per pound and 31 percent 
per piece. 

You will remember that the cost of handling second-class mail has 
increased 34 percent per pound and 28 percent per piece in the last 20 
vears. 
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Now, if the first-class letter rates were increased by the same per- 
centage that the cost of handling the mail has increased during the 
past 18 years, the rate for letters would go from 3 cents to 4 cents, 
an increase of 3314 percent, and the income to the post office for this 
class of mail would go up $150 million, as shown by our chart. If the 
other classes of mail were raised at the same time by no greater amount 
than one-third, the post-office deficit would be materially reduced. 

A 4-cent letter rate has already been tried, and has worked, right 
over the border in Canada. For 8 years, since 1943, Canada has 
charged 4 cents for nonlocal first-class letters and has shown a postal 
surplus every year since then. 

Yet the postage rates paid by the average newspaper and magazine 
in Canada are actually lower than in the United States. 

There is, however, a possible breathing spell. It is a thoroughly 
documented fact that a war economy in this country has repeatedly 
lessened postal deficits, and frequently has eliminated them altogether. 
You can see that from the chart we have furnished you. 

Generally speaking, the post office has shown annual so-called 
deficits ever since its founding. These deficits, however, have virtu- 
ally disappeared during periods of intensive mobilization, when 
more letters are being written between home and camp, when families 
are sending packages to their boys in service, and when all activity 
is at a high level. 

In the last 50 vears, the Post Office Department had a deficit every 
year except 9. There were surpluses in 1913, 1914, 1916, 1917, 1918, 
and 1919; then in 1943, 1944, and 1945. 

The one characteristic those years have in common is that they 
were times of war economies. 

It seems reasonable, therefore, to assume that the post-office deficit 
for the coming year, as we seek by increasing our armed strength and 
productivity to stave off what would doubtless be the most cata- 
strophie war in history, will continue to fall. 

This improvement is likely to continue, if General Eisenhower and 
General Bradley are right when they tell us that the present twilight 
status between peace and war may well last for many years. 

Perhaps this breathing spell provides a unique opportunity for 
further study by a postal public service commission of some sort 
leading to a long-term solution of the whole post-office problem. 

Such a study should stimulate further improved procedures that 
can lower costs. It should help the Congress to define more clearly 
the service role of the post office and to reassess the need for special 
second-class rates designed to keep the costs of getting reading matter 
to the public low. 

Mr. Mitier. Thank you, Mr. Cole. 

If you will return at 1:30 we will try to get you out of here in time 
for you to get your plane. 

And we want to thank you, Mr. Fuller. 

Mr. Coie. Thank you, Mr. Chairman. 

Mr. Mititer. We will adjourn now until 1:30 this afternoon. 

(Thereupon, at 11:50 a. m., the committee recessed, to reconvene 
at 1:30 p. m. of the same day.) 
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AFTERNOON SESSION 


(The hearing reconvened at 1:30 p. m., upon the expiration of 
the recess.) 

Mr. Miuier. The committee will come to order. 

Mr. Cole has been good enough to come back this afternoon. He 
has to get a plane out of Washington. I trust that we can be through 
with him by half past 2. That will give us an hour and will give 
Mr. Cole an opportunity to get his plane. 

Mr. Coxe. Thank you very much. 

Mr. Miuuer. Mr. Fuller will be back some other time. 

Mr. Fuuuer. I have talked with Mr. Belen and will arrange to 
come back whenever you say. 

Mr. Miter. Yes. 

There were one or two things in your testimony this morning, Mr. 
Cole, that interested me especially. First, you mentioned the fact 
that the Reader’s Digest spent a good deal of money on postal cards. 

Are you also interested in the first-class rate? Do you oppose 
the increase from 1 to 2 cents in the rate on the postal cards? 

Mr. Coxe. I do not. I think, so far as we are concerned, we 
would stop using postal cards because we could not afford to use 
them. But we are not opposing any increase in the postal card rate. 

We spent about $300,000 or $400,000 on them because that has 
been the profitable way for us to get responses from our readers. But 
we would do it another way if they cost twice as much as that, we 
think. I am not sure. 

But I am not opposing that. 

Mr. Mituer. You realize that the postal cards have shown a 
deficit about 1.6 cents for each of those postal cards, so that even if 
we double the rate on that we are still giving the users of those cards 
6.1 percent differential. 

Mr. Cour. I would add, Mr. Miller, that if I were in the business 
of selling postal cards, in other words, if I had the post office problem 
of selling postal cards, and I wanted to sell them, I think I would give 
some consideration to a fact that has been mentioned here—I am 
not sure this is correct because it was testimony made by somebody 
else—but it was to the effect that very large proportions of postal 
cards are used by businesses, that very few of them are sent by in- 
dividuals to send a souvenir postal card. 

If I found that I could sell an awful lot of those postal cards and 
the extra volume of business made some money for me at 1}s or 134 
cents and I lost the business at 2 cents, I think I would give some 
consideration to that. 

But I do not know whether or not that is true in the post office and 
I am not opposing any increase in the rate on the postal cards. 

Mr. Miter. | think the Post Office Department weighs all those 
things very carefully in these cases. 

Of course, the theory as to whether the postal card creates more 
business for the Post Office Department in other sections of the Post 
Office Department is somewhat open to question, because some of the 
business that it creates comes in these classes of mail such as the 
second, third, and fourth class. That is a losing proposition anyway. 
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You stressed a good deal the unit costs here this morning. When 
those unit costs drop below the break-even point, it pays to get rid of 
that type of business. 

There was another argument in your testimony that also struck me. 
Frankly, I could not quite understand your position and do not 
understand your position and reasoning when you tell us about the 
Post Office Department being in the black during periods of mobiliza- 
tion or during periods of war. 

I do not think the Reader’s Digest or this group of magazines that 
you represent want to plead your case on the basis of war-created 
business, which is again questionable as to whether it is profitable to 
the Post Office Department. 

During World War II the mail going overseas was carried by the 
Army and did not have to paid for at the usual rate. So it did not 
represent a true picture of those costs. 

Mr. Coxe. Is that why there was a surplus? 

Mr. Mixuier. That is one of the reasons why there was a surplus. 

Mr. Coxe. I did not know that. 

Mr. Bexen. I might mention that they made $90,000,000 in 1 vear 
just on the air mail that was carried by the Army. 

Mr. Mitier. That was carried by the Army although the rate was 
paid to the APO that would have normally carried it. 

But certainly the magazines you represent would not want to use 
those conditions as an argument, the fact that we have to be in a war 
to justify a rate increase. 

Mr. Coxe. That is the last thing in the world that I had in mind. 

Mr. Miter. I did not think you did. 

Mr. Fuuver. Mr. Miller, | do not think that was an argument as 
to a rate increase; it was an argument in connection with the desir- 
ability of the appointment of a commission and the possibility that 
this would be a very good time, due to the opportunity that might 
exist there during that period. 

Mr. Minter. | felt that that was it, and, frankly, I took it as part 
of the dicta—as I believe you lawyers call it in testimony—not being 
a lawyer 

Mr. Coxe. Neither am I. 

Mr. Rees. You are not handicapped. 

Mr. Miuuer. ‘I have a couple more questions. 

Mr. Cour. Yes, sir. 

Mr. Mitier. How many of these magazines listed here as belonging 
to the National Association of Magazine Publishers are nonprofit 
magazines? Are any of them nonprofit magazines? 

Mr. Coxe. I know quite a few of them that are, but I do not know 
the exact number. I know, for instance, that the Christian Herald 
is nonprofit, and the Christian Herald is a member of our association. 

I know there are a great many others that are, but I have never 
checked it. I can check it and supply that information if you would 
like to have it. 

Mr. Mituter. No. I was just looking over the list and I noticed 
that the Christian Herald and Capper’s Farmer and several others 
were there, who were before us. 


Mr. Coie. Yes. 
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Mr. Mituer. We have not heard from Howdy Doody or Popeye 
vet. 

Mr. Coxe. Is that there? 

Mr. Mintuer. Yes, Howdy Doody and Popeye are there. 

Mr. Coxe. There is one interesting point to keep in mind, which 
was new to me in getting all these figures together. The second-class 
postage paid by the 114 magazines that supplied figures on their 
volume and their profits and their postage is a rather startling figure. 
Those 114 magazines paid approximately 50 percent of the entire 
payment to the post office for second-class mail and the other 24,886 
publications, newspapers, and magazines in the second-class, paid 
the other 50 percent. 

I had no idea that that was so. Perhaps some of the other members 
of the committee did not realize that that was the picture. I had no 
idea that such a large proportion was paid by such a small number of 
publications. 

Mr. Miuuer. I did not realize the exact proportion. 

Mr. Cole, in part of your testimony this morning you mentioned 
those studies that you have had made by a firm of public accountants. 

Mr. Cour. Price, Waterhouse. 

Mr. Mixuer. I have one more question. 

You sent out a number of letters, I believe, to some of your repre- 
sentatives asking them to express themselves. 

Mr. Coir. Are you talking about the Digest, or the association? 

Mr. Mitier. The Digest. 

Mr. Coxe. I read the letter, although I did not write it. But, as 
I remember the letter, it did not ask anybody to write; it gave them 
the facts and said: 

If you want to write, here are the names and addresses of the people on the 
committee, 


Mr. Mixer. I have,a copy of that letter here, and I am going to 

enter that letter in the record. 
: . 

(The letter referred to is as follows: ) 

THe Reaper's Dicest, 
Pleasantville, N. Y., March 7, 1951. 

Dear REPRESENTATIVE: On March 13, 1951, the House Committee on Post 
Office and Civil Service will begin hearings on a bill (H. R. 2982) to inerease postal 
rates on magazines. . 

On behalf of the whole magazine publishing industry, we are bringing this matter 
to your attention, because it may affect your well-being as a publisher’s repre- 
sentative. 

The object of H. R. 2982 is to increase postal rates on magazines 100 percent. 
(50 percent this year, 25 percent next year, and another 25 percent the next year.) 

If such a postal increase should come about, it could directly and seriously 
affect vour income because: 

(1) Some publishers might be forced out of business. 

(2) Others might be forced to (a) increase subscription prices, and/or (6) increase 
emphasis on newsstand sales. 

All of these things might affect the number of subscriptions you would sell in 
the future, and thus affect your income. 

This letter is sent to you so that you may know what is going on, so that you 
may take whatever action you feel you should. 

In the past we have encouraged you to sell all publications, because by so doing 
you could give more and better service to your community, and earn more money 
for vourself. We are sending you this letter in the same spirit. 

If you feel that an increase in magazine subscription prices caused by increased 
postal rates would affect your income adversely (and you have first-hand knowledge 
of how resistant the public now is to increases in prices), you may wish to write 
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to the Congressmen who can be most influential on this subject. They are the 
members of the House Committee on Post Office and Civil Service. Their names 
are given on the next page. The address for each is: House Office Building, 
Washington, D. C. 


House CommMirree ON Post Orrice AND CivIL SERVICE 


Democrats Republicans 

Tom Murray of Tennessee (Chairman) Edward H. Rees of Kansas 
James H. Morrison of Louisiana Harold C. Hagen of Minnesota 
George P. Miller of California Robert J. Corbett of Pennsylvania 
James C. Davis of Georgia Katharine St. George of New York 
John Albert Whitaker of Kentucky Antoni N. Sadlak of Connecticut 
George M. Rhodes of Pennsylvania Usher L. Burdick of North Dakota 
Frank M. Karsten of Missouri Gardner R. Withrow of Wisconsin 
M. G. (Burnie) Burnside of West Vir- H. R. Gross of lowa 

ginia James 8S. Golden of Kentucky 
Jobn Lesinski, Jr. of Michigan William R. Williams of New York 
John Jarman of Oklahoma O. K. Armstrong of Missouri 


Victor L. Anfuse of New York 
Bill Lantaff of Florida 
Frazier Reams of Ohio 

If you intend to write members of the committee, you should do so today, or 
within the next few davs. Hearings are scheduled to begin on March 13, and will 
continue for several days. 

And if you do want to write, don’t feel that your letter may be inconsequential. 
Last vear, when this same subject came up before the Senate committee, it was 
in large measure letters from representatives like yourself that convineed the 
committee that postal rates on magazines should not then be increased. This is 
definitely a place where your letter can have an important effect on the final 
decision. 

Cordially, 
ALLAN Scorr 

Mr. Mituer. I may say that these came to the committee or to 
Mr. Murray,.although I have had three or four letters coming in as 
a result of it. There is one here, that says: 

We sincerely believe that all publications delivered through the mails should 
be paid for on a reasonable basis for the service they receive from the postal 
authorities. If the printer, the engraver, the staff, et cetera, all receive fair re- 
compense for their services, so should the postal service. 

I may say that is the burden of half a dozen letters that have come 
to us. 

Mr. Coie. I do not think we quarrel with that for a minute. I 
certainly do not think so. I think there is a big difference of opinion 
as to what is fair and proper, and I think there are people of honest 
conviction that think differently about it. That is a tough thing to 
get at. 

I know, from the brief conversation with you the other day, that 
you are very conscious of the fact that it is a considerable problem 
to gather all the facts that deal with these matters. 

Mr. Mitier. Last year Mrs. St. George had in the last session a 
bill here that, I believe, would set up a commission to study postal 
rates. 

Mrs. St. GrorGe. That is correct, Mr. Chairman. I still think it 
is a valuable bill. 

Mr. Miuuer. I agree. That is the thing about which Mr. Cole 
has been talking. I have expressed myself along similar lines. 1 
think we should have some group like the Interstate Commerce 
Commission, who could devote all of their time to this problem and 
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have the necessary engineering data at their disposal and could hold 
hearings. 

I personally think it is an imposition to ask 25 of us to sit here and 
to try and determine a rate problem that is just as complicated as the 
establishing of rates for the railroads, airlines, communications, or 
any other public service. 

Mrs. St. George. And, Mr. Chairman, might I say I think the 
present board that has been established in the Post Office, while it 
fulfills a very worthy function, it does not at all take the place of the 
Commission as set up in my bill. 

Mr. Mriuuer. I agree with you. 

I would go even further than that. I am toying with the idea and 
the thought of even setting up a rate-making board comparable, say, 
to the Interstate Commerce Commission. There are $2,000,000,000 
involved here and the cost of that board would be perhaps a quarter 
of a million dollars a year. It would be more than worth while. 

Mr. Cote. Mr. Miller, I told Mrs. St. George today, talking about 
just that subject—and that is the only question that I stn «| have 
about her bill, and I do not know whether you or others agree with 
this point of view—but, as I remember it, the bill suggested that this 
board of postal rates be a part of the Post Office. 

It seems to me it should not be a part of the Post Office, any more 
than the Interstate Commerce Commission is a part of the railroad 
system. It should be an independent body, responsible to the 
Congress. 

Mr. Mitver. I am inclined to agree with you. 

Mr. Cote. That is a technical question. 

Mr. Mruuer. I am inclined to agree with you, but to tell you the 
truth, it is merely in the nebulous stage now and it is something that 
I think the individual members of this committee should consider. 

Mr. Coxe. Personally, I would be delighted about it. 

Mr. Mruver. I am hopeful, personally, that before we get through 
we can tackle such a bill. 

Mr. Rees, do you have any questions? 

Mr. Rees. Yes; Mr. Chairman. 

Do you take the same position now with respect to this legislation 
presently before us as you did the legislation that was under consider- 
ation in the Eightieth Congress, when you testified then at that time, 
Mr. Cole? 

Mr. Cote. Yes, sir. 

Mr. Ress. Exactly the same? 

Mr. Core. Exactly the same. I have not read the testimony, but 
I think I do take the same position. 

Mr. Rees. I was not checking your testimony at all. I was just 
wondering if you had changed your position at all in the meantime. 

Mr. Cote. I have not change <] my point of view. I have expressed 
it to you personally then and since. I have said it here and I said it 
when I testified be fore. 

Last year is the first time that I think I ever testified for the Maga- 
zine Publishers Association, because I got hooked with this job, and 
I testified for the Reader’s Digest and I said in the testimony that, so 
far as I was concerned, I favored a reasonable increase in rates. 

I feel the same way about it now. I feel that in the figures of the 
cost increases that have taken place since the last rate increases of 
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approximately 30 percent, which I think is higher than the rates that 
were in the Eightieth Congress bill, that there is a justification for 
that in increased costs, and I do not think there is a justification for 
anything beyond that. 

ut, again, I cannot know enough about it to know just where 
that point is. 

Mr. Rees. Speaking to your own organization, what was the 
amount of postage you said you paid last year? 

Mr. Coir. Do you mean the Reader’s Digest? 

Mr. Rees. The Reader’s Digest. 

Mr. Core. We paid in postage $2,100,000 for first-, second-, and 
third-class mail. That does not count fourth-class, which I did not 
check. It cannot be very large. 

Mr. Rees. What was the total cost of the operation of your business 
last. year? 

Mr. Cote. Our gross income was approximately $18,000,000, and 
our net profit was approximately 4 percent of that. So that the over- 
all operation was $17,300,000. 

Mr. Rees. What was the total cost of your operation last year? 

Mr. Coxe. That is the total cost. 

Mr. Rees. I am trying to determine what percentage of your total 
operation the postage was. 

Mr. Cote. Approximately 3 percent. And of all the magazines in 
the second-class, I think it was 3.4 of their gross income, over all, for 
all magazines of second-class postage. 

That is just one percent less than the total net profit for the industry. 

Mr. Rees. What percentage is it of the total cost of your operation? 

Mr. Core. It would be slightly larger than 3.4 of the cost of opera- 
tion. It is approximately 3.4 of the total income. 

Mr. Regs. So 3 percent of your cost of operation last year was 
attributable to postage, as applied to Reader’s Digest; is that right? 

Mr. Coxe. As applied to second-class, yes; 12 percent of the total 
postage. 

Mr. Rees. We are talking now of second-class. 

Mr. Cote. Yes, sir. 

Mr. Rees. It was a little more than that for other magazines; is 
that right? 

Mr. Corie. About 3.4 percent, I think, on the average for all 
magazines. 

Mr. Rees. I am wondering to what extent the necessity for main- 
taining the volume of circulation guaranteed to advertisers compels 
publishers to maintain circulation by what we call forced method. 

Mr. Coie. We do not have advertising. 

Could I ask Mr. Fuller to answer that? 

Mr. Rees. Would that not apply to you at all? 

Mr. Coie. His magazines do and ours do net. He can answer 
that better than I can. 

Mr. Rees. Do you have a direct answer, Mr. Fuller? 

Mr. Futter. That situation is one which is in great dispute by 
the individual publications, Mr. Rees. 

Mr. Ress. That is right. 

Mr. Fuuuer. | suppose that they do at times exist. 

However, it is very frequently the case that a magazine, because 
of a condition of some kind is unable to maintain the circulation, will 
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drop the circulation. I can mention the Ladies’ Home Journal, one 
of our publications, in that connection. 

Several years ago, when because of certain circumstances we found 
that the circulation had dropped, we cut the rate. We cut the 
advertising rate. We made no attempt to increase the circulation 
under those circumstances; instead, we cut the advertising rate, 
dropped our circulation base. 

We would do it again if we had to. As a matter of fact, in that 
particular case it very soon, within a year, came back again and grew. 

But one of the most futile things any publisher can do is to attempt 
to defend a rate base by driving up circulation that costs him far more 
than he could possibly get for it. 

I do not say it does not at times happen, but not by experienced 
publishers. 

Mr. Rees. It just seems, from current reports, that the circulation 
of a good many of these well-known national magazines is greater 
than it ever was before. That is the report we get. 

Mr. Coxe. Slightly so. 

Mr. Rees. It is running 2% to 5 million. 

Mr. Coxe. Slightly so, not much more. 

Mr. Rees. | would like to explore the special subscription offers. 
I am wondering about them and I would just raise the question as to 
whether or not the saturation point of circulation has just about been 
reached. 

Mr. Fuutuer. Again, that would vary with every magazine. Really, 
the net situation is, however, the result of the particular method of 
selling the publication. Publications, like everything else, do not sell 
themselves. There has to be a reasonable promotion. 

Mr. Rees. But there is a special drive to increase the subscriptions 
by making special offers. 

Mr. Cour. Let me answer that, because I am not in the business of 
advertising and I am in the business of selling magazines. 

At the Reader’s Digest, in January, we paid a postage bill actually of 
several hundred thousand dollars for the purpose of sending letters to 
people to try to sell them a subscription to the Reader’s Digest at 
less than the regular price. That is standard and is the pattern that 
has been going on for 30 years, because we have found that magazine 
reading is habit forming; that, if people get into the habit of reading 
and enjoving a magazine, they continue for years. 

I can tell vou that when we get a thousand new subscribers to the 
Reader’s Digest at, say, half the regular price, that it is 18 vears before 
those subscribers cease to subscribe to the Reader’s Digest at the full 
price. 

Also, we are not forcing any circulation, of course, because we do 
not have any advertising to resell, but we make tremendous use of the 
mails, and our agents go to considerable selling effort to try to induce 
somebody to try the magazine. I think that is pretty much the 
pattern of a very large percentage of good magazines. 

Mr. Rees. Jn other words, if you get them on vour list once, the 
percentage is very much in your favor that they will stay on the list; 
is that correct? 

Mr. Coie. For a great many vears; ves, sir. 

Mr. Futuer. I would like to give one other illustration if I may, 
along that line. 
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Mr. Ress. Yes, sir. 

Mr. Futter. At times we have used, in our particular company, 
air-mail stamps on subscription-solicitation letters. That looks on 
the surface as though it were just a waste of money. As a matter of 
fact, the result of those air-mail stamps on those letters produced a 
lower cost per subscription than we ever secured any other way. 

In other words, it is a question, as Mr. Cole says, of getting the 
name on the list. The thing to do is to get good names that will stay 
ata minimum cost, and all of these things are geared to that particular 
tvpe of effort. 

Sometimes people make mistakes; that is true, but that is the 
principle and the aim. 

Mr. Rees. What is the net result, then, to the publishers from 
these subscriptions that they get through special offers and through 
these agents that represent them? 

You do not make very much of a profit then; do you? 

Mr. Coxe. It is a loss the first year and a profit for the next 18; 
that is, as far as we are concerned. 

Mr. Mitver. Let me ask at this point: What part does the con- 
tinuous increase in population in this country play in that? In other 
words, every year we are gaining more than a million people. 

What is the population of Kansas? 

Mr. Rees. Two million. 

Mr. Miuuer. So that every year we have to supply half of the 
services and facilities, the shoemakers, that you have in the State of 
Kansas. 

Also, you automatically have to supply, without any particular 
drive, the magazine readers in the State of Kansas. Is not that right, 
Mr. Cole? Your field is opened up? 

Mr. Coie. Mr. Rees asked the question about magazine circulation 
increasing materially. They have not increased very mucb in the 
last 4 or 5 years. 

Mr. Miniter. Between 1940 and 1950. 

Mr. Core. There has been a big increase, a tremendous increase. 

Mr. Miiier. You have more than 10 million more people in this 
country, substantially equaling the population of the State of Pennsyl- 
vania, or the State of California, and that opens up a new field to your 
subscriptions? 

Mr. Coxrx. Certainly the growth in population—and, more im- 
portant, the growth in education—has a great deal to do with the 
opportunity to expand the circulation of magazines; and to that 
extent they respond to a greater degree to efforts to induce them to 
read, thank goodness. 

I do not know how much one of those is a factor. 

Mr. Futter. Mr. Chairman, what you say is true, but it is true of 
almost every line, as you know. Certainly everybody will agree that 
life insurance is a good thing, but it does not sell itself. People have 
to go out and sell it. 

The same thing is true of savings bonds. You know the effort that 
a lot of us have been involved in in selling savings bonds. They do 
not sell themselves. Even magazines do not sell themselves. 

Mr. Rees. I understand that. I am just trying to find out how 
much it costs to sell it. In other words, whether or not you lose on 
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your subscriptions in your first year, whatever the amount is, because 
of the special offers you make. 

Mr. Coir. Maybe this is not pertinent as applied to this, but in the 
case of our magazine, where we live only by what money we get from 
the readers, we can only afford to take a small percentage of new 
business every year at a loss. The new business that we do put on 
every vear at a loss is a small percentage of our total business. 

If it were otherwise, we could not afford to put it on, even though in 
the long run, over 19 years, we would get the loss back and an addi- 
tional profit. 

Mr. Ress. I have just one observation to make. 

There is a good deal being said with respect to the great service 
that is rendered the people of this country by the magazines, including 
especially the Reader’s Digest, which does render a great service to the 
people of this country. Other magazines do so, too. We all under- 
stand that. We do not argue that at all, as far as I am concerned. 

The question is just whether or not the magazines such as the 
Reader’s Digest and others should pay more of a share of the additional 
cost that has come about by reason of increased salaries of postal 
employees and by reason of increases in transportation costs and other 
increased costs that have come about. 

I think that is about the question, whether or not your group should 
pay any more than you are paying now. 

Mr. Cote. I think it is a very valid question. 

Mr. Rees. We agree the service is there. It is a question of what. 
should be done about it. 

Mr. Corr. Even if I had the responsibility or authority, neither of 
which I do have, I do not think I could arrive at just that point. 
But I think it is a valid question. 

Mr. Rees. There is no argument about the great service rendered 
by the Reader’s Digest. We agree it does render wonderful service 
to the people of this country. There is no doubt about that. 

That is all, Mr. Chairman. 

Mr. Mixuier. Mr. Lesinski. 

Mr. Lesrnsxi. Mr. Cole, we are rather interested about this thing 
because we do not want to hurt the publication. Still we feel that 
there should be some raise in the rates. After all, we are all in business 
and we have to contribute our share. 

Now, this is only a supposition; but, supposing we should raise the 
rates 100 percent, would you prefer to take it in 3 years’ time, or 
5 years’ time, or 10 years? 

Mr. Coxe. If you spread it over 10 years, I would rather take it 
10 at a time, because it means a slower death, you might almost say, 
but 

Mr. Lesinsktr. No; it will not, and I will tell you why. 

Mr. Coxe. I think that, if you spread it over 3 vears, as the Post- 
master General has proposed, you take care of the reason for the 
spread at all, which is that many magazines have subscriptions on their 
books that had been paid for at rates now in effect. Some publications 
have them for longer terms than others. 

But many of them have them for 2 and 3 years ahead. If you 
spread any increase that you make over 3 vears, you take care of that 
factor, in my judgment, and I do not see that there is any justification 
for taking care of it to any greater extent than that. Maybe there is, 
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but if it were not for that factor there is no reason for raising the 
postal rates by whatever amount you want to next year. 

Mr. Lesrnsk1. I have one more thing. 

Due to the shortage of appropriations for the Post Office Depart- 
ment, the Postmaster General has had to cut down services in some 
respects. We all know why. The public hollers, but we have to 
realize that there is a reason for it. Part of the reason has been also 
the turn-over in the lower classes of postal employees because of the 
salaries being low. We have to realize that, too. 

Mr. Cove. Surely. 

Mr. Lesinski. Supposing the rates that we propose are insufficient 
to carry the service, where can we go from here to make it a business, 
such as it should be? 

Mr. Core. | know that certainly the Postmaster General and many 
people in the Post Office do not agree with this point of view, but I 
firmly believe that the Post Office could improve its procedures by 
10 or 15 percent. I have sort of worried with a little business for a 
long time, and I never saw the time when we could not cut expenses by 
some percentage. 

When I testified last year, | mentioned that our salaries at that time 
had gone up 64 percent and our unit costs of handling the clerical work 
involved in handling millions of pieces of mail in our office were no 
higher than they were when we were paying 64 percent less. 

Mr. Lesinski. That is the trouble with the Post Office. They 
handle so much of this small stuff, these penny post cards, of which 
there are over 4 billion. 

Mr. Coxe. | think if the Post Office continues to improve its 
procedures, as they have started to do, to save 28 million dollars, they 
think, on the money-order scheme and putting in IBM ecards, they 
will make some progress in that direction. 

Incidentally, the IBM cards are no brand-new idea. That has been 
going on in many offices for years. 

There is also the matter of changing the method of delivery by 
trucks and railroads. 

I may be wrong, and | certainly do not know as much about the 
Post Office as the Postmaster General does, or anybody else, but I 
think the place to look for the reduction in expense in the Post Office 
is in improved procedures. 

Mr. Lesinsk1. I agree with you there. 

Mr. Futter. May I speak on that? 

1 would just like to point out that this recent establishment, as 
I understand, of the Engineering Survey Department on methods 
within the Post Office, I think, is one of the most hopeful move- 
ments that has been made. Certainly any large industrial estab- 
lishment could not live with that kind of situation. It is the way 
they have met rising costs, to some degree, at least; the way they 
have increased the quality of their product all over the country, in 
every field. 

I am not critical of the Post Office. Many of the Post Office men 
have been personal friends of mine for many years. But I think that 
is one place where we have not taken our opportunities, and | do 
agree with that Industrial Engineering Department. 

Mr. Rees, you will remember that several years ago, when I 
testified before this committee, I put quite a little pressure on that 
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question of industrial engineering inside the Post Office. It has been 
started. 

Mr. Rees. I recall that very well. 

Mr. Fuuuer. | have seen many cases where that kind of work has 
brought the net situation, whether it is merease in cost, increase in 
revenue, to the point where it has placed the company from a rather 
difficult position into a position of reasonably satisfactory operation. 

I think it would be true of the post office. 

Mr. Lesinski. I have great respect for the post office. They are 
operating under handicaps. 

For instance, they have trucks that are 15 and more years old. 
Some of them cost as high as $1,200 a vear to maintain. 

Mr. Miuier. Might | interject here that Mr. Fuller will be back 
here. He is the one that can answer questions as to that phase of it. 
Mr. Cole has to get away. 1 wonder if these questions could be asked 
later of Mr. Fuller. 

Mr. Lesinskt. Very well, Mr. Chairman. 

Mr. Miuier. Mr. Hagen, I do not want to limit you. I know you 
would like to take an hour, but we have to adjourn early. 

Mr. Hagen. | doubt if I have ever taken more than 10 minutes at 
any one time. 

Mr. Micuer. All right. 

Mr. Hacen. Mr. Cole, | want to say that, in my opinion, this is one 
of the most excellent statements presented to this committee. I want 
to compliment you and your associates for the fine job you have done. 

Mr. Cour. Thank you. 

Mr. HaGen. It is also gratifying to me because it supports many 
of my own views and contentions in connection with this problem. 
It also opens up many new spheres of truth and fact which are very 
important in the consideration of this very complicated problem. 

I regret that all the members are not here. Some of them have 
official matters in meetings elsewhere, and there is also the fact of the 
unusual hour. 

Mr. Coxe. I understand. 

Mr. Hagen. So 1 do hope that your complete statement, including 
the charts, will be filed with the clerk—I presume it is—so that all 
of us can give it further study later. 

I might ask this question: On page 20 of your statement you 
mentioned about the postage paid by the Reader’s Digest in 1950, 
within the United States, of $2,100,000. This represents about 12 
percent of your entire income from the United States edition of the 
Reader’s Digest. 

This bill would propose to increase your second-class mail 100 
percent over a period of 3 years; in other words, from $500,000 to 
$1,000,000, and your third-class mail, of which you use a lot, according 
to your statement, $900,000. 

Mr. Coxe. That would be in the third-class hearing, not the second- 
class. 

Mr. Hacen. That will, then, go up to $1,800,000. In other words, 
your total postage bill, instead of being $2,100,000 during 1950 will, 
at the end of the third year, on the same amount of business, be a total 
of $3,500,000; which represents about an increase in the over-all post- 
age rate which, of course, is represented by second-class and third-class, 
of 75 percent. 
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An increase of that size in the cost of many items for many busi- 
nesses would be terrific and would be disastrous. 

In your opinion, is not that a terrific and excessive increase in those 
costs? Seventy-five percent? 

Mr. Cote. In the statement I have certainly commented on the 
fact that I think a hundred percent increase is not justified on any 
basis, and I think it is too large. 

Mr. Hacen. It would hit your magazine more than others, would 
it not, because of the fact that the postage costs are a big percentage 
of the total cost? 

Mr. Cote. The percentage of the postage cost as compared to the 
total cost is relatively small. 

Mr. Hagen. It is 12 percent, is it not? 

Mr. Coie. Yes; the total postage. 

Mr. HaGen. | am talking about the total postage cost of 12 percent, 
which is relatively high compared to some businesses. 

Mr. Coie. Yes. But there is this factor, which everybody recog- 
nizes—and already there is a lot of talk about it—there is the pos- 
sibility of a 2-cent post-card price and a hundred percent increase in 
third-class. We are already experimenting with ways of converting 
some of that business to agent business because certainly at least 
some of it cannot be carried ‘by us at that cost. 

But those are problems that have to be worked out by somebody 
that knows more about it than I do. 

Mr. Hacen. Is it not true also that third-class and second-class 
mail combined generate a lot of first-class mail? 

Mr. Cour. | think so. 

Mr. Hacen. In fact, in my opinion, it is perhaps more true that 
third-class mail generates more first-class than any other type or 
class of mail. 

As a matter of fact, you and many other publishers use the first- 
class mail a great deal. 

Mr. Coie. Tremendously. 

Mr. HaGcen. And, of course, that is supposed to be a profit- -making 
item to the Post Office Department. 

Mr. Coxe. Yes, sir. 

Mr. Hagen. Is it not also true that the growth of education results, 
you have indicated, in increased reader interest and increased circula- 
tion by publications of all kinds? 

Mr. Cour. Yes, sir. 

Mr. Hagen. In like manner, increased efforts in the promotion of 
circulation by newspapers and magazines, also generates education 
and information dissemination to the public at large. Is that a fair 
statement? 

Mr. Core. I think that is a fair statement; yes, sir. 

Mr. Rees. May | just interrupt here. 

Mr. HaGcen. Yes. 

Mr. Rees. I do not think that air mail is a paying proposition. 
Am I right about that? 

Mr. Been. I think it has shown large losses. 

Mr. Hacen. At 6 cents. 

Mr. Mititer. And I may say that in spite of your statement here, 
that thing was not forced down by any demand. It was forced to be 
reduced by action within the committee itself and not from any public 
action. 
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Mr. Core. Are you talking about air mail? 

Mr. Mituer. Yes. 

Mr. Cote. I do not know. I know it went from 5 to 8 cents, and 
then there was a lot of stuff in the newspapers about the air mail 
volume dropping off tremendously, and it was reduced. 

Mr. Miter. It came down. That is a case of the very thing that 
you say about increasing your circulation and taking a slight loss in 
order to get it started. That was before it even had a chance to 
follow out the recommendations of the Postmaster General. 

To take that slight loss we reduced it precipitously. 

Mr. Coe. | did not know that. 

Mr. Hacen. Then I desire to indicate in my statement that air 
mail was carried at a loss instead of a profit. 

In other words, is first-class mail carried at a loss if everything is 
taken into account? 

Mr. Been. Letter mail is supposed to show a profit. 

Mr. Coie. There is a comment on this that somebody gave me 
in a book this morning which is interesting. It was testimony by the 
Postmaster General on May 11, 1949. It says: 

Should there be any additional costs in the way of salary increases or trans- 
portation costs thrown into us for the fiscal year 1950, first-class mail will not 
pay its way. 

Since then there has been a 50 million increase in salaries, so pre- 
sumably first-class mail does not pay its way, just by that statement. 

Mr. Miter. I think Mr. Wentzel can answer that. 

Mr. Wentzev. According to the last figures that we have, first- 
class does pay its way in spite of the loss on post cards and postal 
cards. 

Mr. Saptak. Mr. Miller, could you also ask Mr. Wentzel how much 
air mail is losing? 

Mr. Mitier. Do you know the answer to that question, Mr. 
Wentzel? 

Mr. Wenrzeu. Around $45 million to $50 million a year, both the 
domestic and foreign. 

Mr. Coe. It sounds as though all of the rates ought to be raised. 

Mr. Hacen. Is it not a fact, Mr. Wentzel, that on the rural routes 
the first-class mail has a considerably larger volume than the second- 
class mail and yet, relatively speaking, you have charged more to 
second-class mail than you have to first-class mail? Is not that true? 

I get this information on page 18 of Mr. Cole’s statement. 

In other words, if the cost of first-class mail was based on the 
relative proportion of volume, then it also would show a loss. 

Mr. Wenrtzeu. The information that I have here is that a very 
large proportion of the mail delivered by rural carriers is second-class 
mail. 

In fact, establishment of that service was urged in order that we 
might effect the delivery of the daily and weekly newspapers more 
promptly than if the system had not been established. 

Mr. Cote. Not for letters. 

Mr. Wentzev. Not primarily for letters. 

Mr. Hacen. Mr. Wentzel, does not rural free delivery handle more 
first-class pieces than second-class pieces? 
ae WenrTzeEt. I do not have the figures as to how much they 
1andle, 
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Mr. HaGcen. You have indicated in your statement, Mr. Cole, a 
profit margin of 35 publishers. I take it they are 35 large publishers. 

Mr. Cote. Yes; they include a lot of large publishers in the United 
States, and a great many others. 

Mr. Hacen. Your profit in 1950 was 4.3 percent. Is that on total 
volume of business? 

Mr. Cote. Yes, sir. 

Mr. Hacen. If these proposed increased rates were in effect in 1950, 
I refer to 100 percent increase of second-class rates, your profit would 
be down to 2.2 percent; is that true? 

Mr. Coxe. Yes, sir. 

Mr. Hacen. Then on the next page you have a chart showing the 
profits of 20 major industries after taxes. The printing and publish- 
ing business, which is one of the largest businesses in the United 
States, developed to a great extent, I would say, because of the favor- 
ably low rates of second-class mail and third-class mail, show a figure 
of only 4.9 cents. Is that on a dollar volume? 

Mr. Core. That is right. 

Mr. Hacen. It is relatively low. 

Mr. Coie. The reason for the difference between 4.9 and 4.4 is that 
the SEC includes the printing business. 

Mr. HacGen. So if there would be an increase in postage rates for 
second-class and third-class mail, these would have a tremendous 
and serious impact on the entire printing industry, would it not? 

Mr. Coie. There is no question about it. 

Mr. Hacen. That is because they sell paper, printing inks and 
printing presses and all that goes into the printing and publishing 
business. 

Mr. Coie. Every man who works in the printing industry is in- 
terested in this bill. 

Mr. Hacen. | am just bringing that out to show that I think the 
rates in this bill are too excessive and that if increases are adopted 
they should be considerably reduced and also spread over a period 
of 3 or 4 years. 

Thank you. 

Mr. Mituer. Mr. Rhodes. 

Mr. Ruopes. I would like to ask Mr. Cole: Lf this legislation passes, 
what effect would it have on your agents? 

Mr. Coir. Our subscription agents? 

Mr. Ruopes. Yes. 

Mr. Coir. It would have this effect: If this legislation passes, 
there is no question about the fact that there would generally be 
increases in the subscription rates for all magazines. That certainly 
would be the case for our magazine. Without any question, we 
could not operate our business at the same rates with a hundred 
percent increase in postage rates. If the rates go up, the subscription 
agent’s business, if past increases in rates are a guide, is unfavorably 
affected. 

Every subscription agent in the United States complains at the 
present time about the high subscriptions prices and talks about how 
that has hurt his income. 

Further increases would make it more difficult for him. They 
would throw a larger percentage of the magazines into the newsstand 
sales, which would be lost to the subscription agent because the 
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magazines could be delivered that way without the use of the post 
office. The subscription agents are all concerned about magazines 
increasing their subscription prices and wish they would not do so. 

That is a perfectly natural viewpoint on their part and that is why 
they are concerned about it. 

Mr. Ruopes. If the subscription rate was increased, would that 
mean that their commission would be higher on those that are sold? 

Mr. Cote. Per subscription, in cents or dollars, it would be higher 
because they would not stand for very much of a reduction in com- 
mission. I think they think their commission would probably go 
down a little and their dollar payment would go up a little. 1 think 
there would be some break there. I do not think they would get the 
full amount, although I do now know. 

Mr. Ruopes. The Reader’s Digest sent out a letter, if you recall, 
which, I believe, was to all their agents. 

Mr. Cote. Yes. _ 

Mr. Ruopes. Mr. Chairman, I would like to have inserted in the 
record at this point a letter from one of those agents, not from my 
district, but from Pennsylvania, answering a letter sent out by the 
Reader’s Digest and also a copy of that letter that was sent out by 
the Reader’s Digest. 

Mr. Minter. That letter sent out by the Reader’s Digest has 
already gone into the record. The other letter may, without objee- 
tion, go into the record at this point. 

(The letter referred to is as follows:) 

Marcn 9, 1951. 
Hon. Grorce M, Ruopes, 
House Committee on Post Office and Civil Service, 
House Office Building, Washington, D. C. 

Dear Mr. Ruopes: On March 9, 1951, my wife received ale tter from Allan 
Scott, director community representatives of the Reader’s Digest, informing her 
that on March 13, 1951, the House Committee on Post Office and Civil Service 
will begin hearings on a bill (H. R. 2982) to increase postal rates on magazines. 
He stated that the object of the bill is to increase postal rates on magazines 100 
percent (50 percent this year, 25 percent next year, and another 25 percent the 
following vear). He suggested that should this increase come about it would 
“directly and seriously affect your income.” He also stated that ‘‘some publishers 
might be forced out of business,’’ and that my wife should write to the ‘‘Congress- 
men now who can be most influential on this subject,’’ even enclosing a list of 
such men. 

Mr. Scott neglected to inform her of the present postal rate for magazines (or 
even his magazine). He also neglected to call her attention to the fact that the 
Post Office Department is operating at a deficit, and that no kind of business can 
operate at a deficit for long—even the Reader’s Digest. Fortunately, for all of 
us, the Post Office Department is a governmental agency and we all benefit by 
the low cost of mail handling—even if we do make up the deficit out of taxpayer’s 
contributions. However, neither my wife nor I feel that the Government should 
subsidize the Reader’s Digest or any other publication, directly or indirectly, as 
we feel it would if it took the burden of meeting the cost of operation away from 
those who use the mails and placed it in bulk upon the taxpayer. If we were to 
suggest (as Mr. Scott would have us) that the Reader’s Digest and all other 
publications should be mailed by the millions annually at a ridiculously low unit 
mailing cost to the mailer, and that any deficit in the cost of operating the post 
office should not be placed on the user, but on the general public, we would cer- 
tainly be selfish, unrealistic, and definitely not a fit citizen or businessman, 

Out of curiosity, I called our local branch of the post office and learned that the 
teader’s Digest paid not less than 1 cent per copy for mailing its magazine in 
the United States. This is possible because of bulk mailing. To raise the cost 
100 percent would be to require 2 cents postage per magazine. I can’t see any 
reason why neither the Reader’s Digest nor any other publication should not pay 
the increase when mailing is a service they require and should pay for. 
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3oth my wife and I were surprised at the inferences contained in Mr. Scott's 
letter. He implied the proposed postal increase would be prohibitive and would 
“force some publishers out of business.’’ To say that he is not being realistic 
is to say that the Reader’s Digest needs Government funds to continue operating 


successfully. ; 
My wife and I feel that there are enough lobbyists in Washington bidding for 


their selfish interests and we do not want to come to the aid of anyone who is 
selfish. We feel that under the circumstances we should support your com- 
mittee on seeking an increase of postal rates on magazines. 
I am enclosing Mr. Scott’s letter for your perusal. 
Very truly vours, * 


Mr. Futter. Mr. Chairman, I know this is Mr. Cole’s time, but 
there is just one comment | think ought to be made at this point on 
that. 

Actually, in the last 10 years, due in some degree to the high prices 
of magazines, the percentage of commission has gone down. 

Mr. Cote. But the money has gone up. 

Mr. Futter. But the percentage has gone down. 

Mr. Ruopss. I might say, in reference to that letter, 1 do not have 
the permission of the sender. 

Mr. Cote. May I see the letter? 

Mr. Ruopes. Surely. I have no objection. I think he sent you a 
copy of the letter. 

I would like, for the record, of course, not to show the name. I do 
not have permission at this time to give the name. The name will be 
in possession of the committee. 

Mr. Mitier. All right. 

Mr. Armstrong. 

Mr. Armstrong. Mr. Cole, I have been looking for one statement 
in your testimony here and I fail to find it. I wonder if vou would 
be kind enough to clarify one thing that you discussed this morning 
briefly, because I am not clear on it. 

Mr. Coxe. Yes, sir. 

Mr. Armstrrona. It involved the increase in first-class mail and 
I did not know whether vou intended to give the impression that 
vou favored an increase tn first-class rates at perhaps the sacrifice 
of or a very small increase in second-class rates. 

Was that a correct impression? If not, would you clarify that? 

Mr. Cove. It is not correct. 

In the first place, I am certainly making no recommendations as 
to what rates ought to be established for second class or any other 
class of mail. That is not my prerogative. 

I did point out, | think, in my testimony that, in my judgment, 
the best way to reduce the post office deficit was to reduce post office 
expenditures through improved procedures, which I think is possible. 

1 indicated, however, that if the committee believes that you 
cannot reduce the deficit or reduce it enough by that method and 
that increased revenue is desired for the post office, the only place 
that any large amount of-money can be gotten is in first-class mail, 
because that is where the large amount of postage money is. 

I thought I had made that clear. The last thing in the world I 
want to do is to recommend that some class of mail have the rates 
increased and not second class. I did not know I had made that 


suggestion, 
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Mr. Ruopes. May I ask if you made the recommendation to in- 
crease first-class mail to 4 cents? 

Mr. Corr. I have not. I said that if you want to get any sizable 
amount of revenue, that is the only place to get it. I “do not recom- 
mend that you do it, or that you do not doit. I have no recommen- 
dation to make on that. 

Mr. Armsrrona. Mr. Cole, I have just this comment, or question, 
in regard to the resistance that is met by publishers when you increase 
the cost to the public. I was inte1 ested because of a question I had 
asked previously in regard to post cards. 

I notice on page 23 ‘of your testimony that when the rate was in- 
creased from 1 cent to 2 cents in 1917, the number of post cards 
mailed dropped 60 percent; is that correct? 

Mr. Cote. Mr. Wentzel told me so; I do not know. 

Mr. Armsrrona. That answers then, the question that I had asked 
some time ago. I think it is an interesting comment upon the fact 
of resistance to increased cost. 

Mr. Coie. I put in this statement here that at that time the letter 
rate was 2 cents and not 3 cents, which it is now. 

Maybe when they raised the post card rate in 1917 to 2 cents every- 
body mailed letters instead of post cards; | do not know. 

But when you raise the price of anything, sales resistance goes up, 
and it does so whether you are the buyer or the seller. Magazines 
are no exception, 

Mr. ArmsrronG. Thank vou. 

Mr. Mituer. Mr. Sadlak. 

Mr. Sapiak. Mr. Chairman and Mr. Cole, I do not have any 
questions, but 1 would like to say that our colleague, Mrs. St. George, 
who had been here this morning and this afternoon, desired to maké 
a statement, but was called away suddenly by an urgent long distance 
telephone call and is not here. 

For my part, I have heard Mr. Cole testify previously. I have 
heard the testimony this morning. I certainly take it into considera- 
tion and have the over-all picture. 

Mr. Coie. Thank you, Mr. Sadlak. 

Mr. Minter. Mr. Burdick. 

Mr. Burpick. The witness just said that if we want to increase the 
revenue of the Post Office Department we could not do it by putting 
on too much in postal rates. 

Mr. Cour. I said on second class or third class. Any sizable 
amount of money, it seems to me, you can get it only on first class 
because that is where the money is. 

Mr. Burpicx. My worry on this committee is not increased revenue, 
but how to stop the losses. 

As to the postal cards, you do not break it down to say how many 
you use. You do say that about $700,000 was paid for first-class 
mail, a sizable portion of which was postal cards. 

Mr. Coxe. I think in 1950 we spent somewhere between $300,000 
and $400,000 for postage stamps on post cards, 1 cent stamps which 
went with post cards. We sent the stamp and the ecard. The card 
came back to us with a 1 cent stamp on it. 

Mr. Burpickx. We will assume that is right, $400,000. You know 
that the post cards cannot be sold for that without a loss, de you? 
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Mr. Coir. They were not Government cards, you know. These 
are cards we print. We buy the stamps from the post office and sup- 
ply the cards to the subscriber when we mail the letter, and we send 
the stamp with it. They stick the stamp on the post card and send 
it back to us. 

That is what we spent last vear, approximately $400,000. 

I am not urging that the post cards should not go up in price. I 
think anything ought to go up in price somewhat if it has not gone up 
in 20 vears. It is a question of how much it should go up. 

Mr. Burpicx. I have in mind one thing: That the Government 
should subsidize the mail for educational purposes. The question 
is how much shall they subsidize it. It ought to be subsidized to 
some extent because newspapers publishing accounts of transactions 
here in Congress cdo not get anything for that, for the printing. 

How would it seem if the Government would put up a hundred 
million dollars as a subsidy and then bring all these other rates up so 
that the loss would be eliminated? 

Mr. Core. That is a big question. I do not know the answer to 
it. IL donot know whether it ought to be one hundred or one hundred 
and fifty, or two hundred million dollars. I think that what vou 
certainly need is a commission to spend more than a few minutes 
thinking about it. They would have to spend about as much time 
as the Interstate Commerce Commission spends on its work, as Mr. 
Miller suggests. 

Mr. Burpick. | can wipe out that $160 million deficit in 15 minutes 
if they would pass a law, and that is on the penalty mail and the 
franked mail. 

Mr. Coxe. I do not assume that is a deficit. I assume that is out 
in the users of the mails. 

When we buy post cards or air mail stamps or second-class postage, 
or anything else, we should not pay for the franked mail and we 
should not pay for the other subsidies and for the post office acting 
as a custodian in all the post offices in the United States, whether 
they occupy them or not. 

Mr. Burpick. Suppose that this committee gets through and elimi- 
nates all these cats and dogs that are charged up to the users of the 
postal service, then if increases are necessary in vour field, vou have 
no particular objection to it if it is a reasonable increase; is that right? 

Mr. Coie. If they are reasonable increases, I, speaking for the 
Reader's Digest, have no objection to them. 

Mr. Burpick. That is all, Mr. Chairman. 

Mr. Mitzier. Before vou go I would just like to leave this thought 
with vou, because it has occurred to me in discussing some of these 
things: 

You remember that the last time you were here we had quite a little 
colloquy between you and the members of the committee at that time 
relative to salaries of presidents of corporations. 

Mr. Coxe. | remember it very well. 

Mr. Mintuer. I do not want to reintroduce that, but it has been 
represented from time to time that some of the users who get the 
preferential rates, such as the Reader’s Digest, who get the same rate 
given to religious and other nonprofit groups, pay exorbitant salaries 
to their officers. 
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Officers are entitled to what they can make, for my money. But 
where the Government is in effect pumping money through the medium 
of a preferential rate into these things, maybe the Government then 
has some interest as to how the money is spent. It makes us partners. 

What would vou think of a proposition that would say that none 
of the officers of these corporations who take advantage of this rate 
should receive a salary in excess of that of a Member of Congress? 

Mr. Coir. I would be opposed to it. If you come over here and 
I get over there, you will be opposed to it. 

Mr. Mitter. | do not blame ou. I think that perhaps if we 
passed such a law there might be an agitation on the part of some of 
them to raise the salaries of Members of Congress. 

Mr. Coxe. If I had anything to say about it, | would raise the rates 
of everybody in Congress very materially; that is, the salaries. 

Mr. Mituer. | think you would, too. 

Mr. Coie. May I answer this way, however, because | have chatted 
with Mr. Murray about this thing when this question came up last 
year, and we had quite a little discussion about it, as you say. | 
talked with him about it one time in Senator McKellar’s office, just 
chatting, and we were just pointing out the fact, as he put it, that he 
got me off the hook on that particular question. 

This is a point that I think is pertinent to it. Of course, I think 
this business of asking for salaries in public hearings like this is ab- 
solutely wrong. 

Mr. Mituier. We are not asking that at this time. 

Mr. Coxe. 1 know. 

But there is this, which is a perfectly valid thing: If magazines, the 
publishers, are paying their officers more money than either is neces- 
sary or justified, the Bureau of Internal Revenue, by law, has the 
right to kick out for tax purposes any such salary. No such salary 
at our business has ever been questioned by anybody in the Internal 
Revenue Bureau at any time. 

Mr. Mitier. I will make the point that I am not even inferring 
that is the case, because I have no idea what your salaries are. But 
I do believe—and we have had other groups before us on that—and 
that charge has been made that some of these magazines, violate the 
salary question at least morally in their operations. It struck me 
very seriously because I think we do have some right in these matters, 
that we might put some sort of ceiling on them. 

Frankly, | think that the salary of a Member of Congress is pretty 
vood for a man who wants to devote his time to that work, and par- 
ticularly for a man who is enthusiastic and interested in the welfare 
of his fellow citizens, if his interest is such that he wants to devote 
some of his time in the public field. 

Mr. Rees. And if the enthusiasm of his constituents is such that 
they want him there. 

Let me ask just two very brief questions. 

One of the questions is this: How many magazines did you sell 
last year? 

Mr. Core. In the United States? 

Mr. Regs. That is right; in round numbers? 

Mr. Coxe. Approximately 120 million; between 110 and 120 
million. 

Mr. Rees. How many were sold without using the postal service? 
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Mr. Corie. About 25 million; 25 to 30 million. 

Mr. Rees. What share of the money did you get from those sold 
on the newsstands? 

Mr. Coxre. We got approximately the same proportion as the 
sale is. 

Mr. Rees. Do they sell for 25 cents on the stand? 

Mr. Cote. Yes, sir. 

Mr. Rees. How much did you get? 

Mr. Coie. We get an average over-all of approximately 15 cents 
a copy for the magazine, and we get that on the average from the 
subscriber and we get it on the average from the newsstands. 

Mr. Miuier. That is because you must pay the solicitation costs 
to these people here, and so that evens it up. 

Mr. Cote. That is right. 

Mr. Rees. But you got net 15 cents for the ones you sold on the 
stands; is that right? 

Mr. Coxe. That is right. 

Mr. Mituter. Mr. Burnside, do you have any questions? 

Mr. Burnsipe. No questions. 

Mr. Mititer. Mr. Reams, do vou have any questions? 

Mr. Reams. I have not had any questions vet. I just want to 
ask a very brief one that will not delay Mr. Cole, and cause him to 
miss his plane, I am sure. 

I am very much impressed with this brief vou filed, your statement; 
and, whether or not these things check out just exactly as you feel 
they do in these charts, you have at least given us the opportunity to 
disprove them, and it has put the burden on us to disprove, which I 
think is very fair. 

I am impressed with the fact that you have recommended a con- 
tinuance of the continuous-research proposition and have cited the 
New York Public Service Commission, which is not exactly analogous, 
but it is a good comparison. 

It is also the rate-making body, which would make it comparable 
in that respect. 

Mr. Coie. Yes, sir. 

Mr. Reams. Of course, the thing that Congress is criticized about 
more than anything else is establishing mew bureaus, and the maga- 
zines and periodicals have been very indiscriminate about criticizing 
any new bureau without analyzing it. 

I believe the Reader’s Digest has no editorial policy. You do not 
run editorials; do you? 

Mr. Co.z. We do not run editorials. 

Mr. Reams. So, you are not going to be in a position to criticize 
what you recommend on that. 

Mr. Cortex. I do not think we would. 

Mr. Reams. What is vour opinion as to these other magazines? 
Would the periodicals in their editorials support the establishment of 
a rate-making body here that would be adequate to have a continuous 
rate-making study, or would they say it is just another bureau sapping 
the taxpayers’ money? 

Mr. Coxx. I cannot speak for all of the magazines, and I do not 
mean to be critical, but I think most of the magazines are just as 
tired of going through this thing year after year as the members of 
this committee are. They would welcome a more organized, contin- 
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uous, more scientific approach to the problem, such as the Interstate 
Commerce Commission gives. 

I think, if I judge the temper of most of the magazine publishers 
with whom I have talked about it, that they would not like to see and 
I do not think anybody in Congress would be willing to turn over to 
a rate-making body all the authority to make the rates. 

Congress, in a joint committee, would have to approve the recom- 
mendations and make the decisions. 

I do not know, but I would say they are not ready to turn over the 
power to fix postage rates over to a commission, at least not at the 
Start. 

Mr. Reams. Your recommendation, then, is that it not be like the 
Interstate Commerce Commission, where they have the complete 
authority, but that it be an auxiliary body to the committee; is that 
right? 

Mr. Coxe. I will say that after it got going I might think it ought 
to be just as the Interstate Commerce Commission is. But until, as 
a result of a study by such a commission, you are in a position in 
Congress to set down more standards than there are at the present 
time, it does not seem to me that immediately you can just get rid 
of the problem by turning it over to a rate-making body. 

I do not know whether Mr. Miller has thought about it, or not. 

Mr. Mituer. I have not explored it enough to be firm in my 
thoughts on it. 

Mr. Rees. Mr. Chairman, I have just one more thing. 

Mr. Mituer. Yes, sir. 

Mr. Rees. Mr. Cole, I think just awhile ago you called attention 
at least to the fact that you were able to increase your efficiency and 
vet cut down your costs of operation. 

Mr. Coie. That is right. 

Mr. Rees. In the event of enactment of legislation to increase 
postal rates, you will be expected to take a look at that again; will 
you? 

Mr. Corie. We are taking a look at it every day with two firms of 
engineers in our company. Our percentage of expenditure for re- 
search is at least a hundred times, in percentage, what the Post Office 
be, I will bet vou, for the next 10 years. 

Mr. Rees. But you are thinking—are you not—in terms of where 
you can cut down some of your expenses that you have now? 

Mr. Core. That is right. That is the only way we can keep the 
rates either where they are or fairly close to it, because you cannot 
sell magazines at 50 cents a copy, and you might just as well get out 
of the business if you have to do that. 

Mr. Rees. In other words, if this expense is increased, you are 
looking around to see where you may cut expenses and also increase 
your profits. 

Mr. Corr. That is right. 

Mr. Mitier. We have time for one last question. 

Mr. Rhodes. 

Mr. Ruopes. I would like to ask Mr. Cole. 

On page 15 of your statement you said that an increase in the rates 
would add to the inflation that we are already experiencing. Do 
you consider subsidies an answer to inflation? 

Mr. Corr. I do net consider subsidies as an answer. 
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Mr. Ruopes. But you say that the rate increase would add to 
inflation. 

Mr. Coxe. I assume that price increases on anything will add to 
inflation. That is what inflation is. Is it not higher prices? 

Mr. Ruopes. From reading editorials in the leading magazines, 
they are very critical of what they call subsidies or what they call 
Government hand-outs, and they say they add to inflation. 

Mr. Coxe. I am all for reducing subsidies, and | certainly think 
the first place to reduce the subsidy is in reduced expenses, through 
improved procedures. 

Then there could be a reasonable increase. Certainly, if a subsidy 
is continued, it should be one that you gentlemen in Congress decide 
is justified, if you do decide it is justified. 

Mr. Mituier. Mr. Wentzel, | believe you had something vou wanted 
to say. 

There will be no more questions of Mr. Cole. 

Mr. Wentzel has something he wanted to say. Do you want to 
hear it, Mr. Cole? 

Mr. Coie. Yes, sir. 

Mr. Wenrzev. This is in reference to the remark that there was 
no increase in the rate on first-class mail, letters, in 1917, at the time 
the rate on the post cards was raised to 2 cents. 

The fact is that at that same time—this was the Revenue Act of 
1917—there was also an increase in the rates on first-class mail, 
1 cent on each ounce. 

All these increases were in effect for 20 months. 

The first vear that brought in, I believe, $44,500,000. That was 
less than a full vear. Then the second full year, ending June 30, 1919, 
it brought in $71,392,000. 

That is the increase on all first-class, which was paid back into the 
Treasury as a separate item, as a tax item, and did not affect postal 
revenue. 

Mr. Core. Actually, the point 1 was making there is that when 
vou raise the price of anything the sale drops. I thought the reason 
why the sale of post cards had dropped was the letter rate was only 
2 cents. 1 did not realize it was 3 cents. 

If it was 3, it is a further indication that it dropped because of the 
increased rate. 

Mr. Burnsipre. Mr. Chairman, did we not have it brought up here 
a vear ago that that was the case in 1920? 

Mr. Cove. It was 1917 and 1918. 

Mr. Wenrzev. It was the fiscal year ending June 30, 1919, when 
they increased the rates. They were just temporarily increased. 

Mr. Burnsipe. That was for the years 1919 and 1920. 

Mr. Wenrzex. It began in 1920. 

Mr. Miniter. All right, we will excuse Mr. Cole. 

Mr. Coie. Thank you very much, Mr. Chairman. 

Mr. Minter. Yesterday the matter came up about the free mailing 
privileges in certain European and South American countries, and | 
asked Mr. Wentzel to get a statement. He now gives me a memo- 
randum that I will put into the record, but it will take only a minute 
to read it at this point. It states: 

The committee have requested information as to whether any periodical 
publications are carried in the mails free of postage in any foreign countries. The 
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Bureau of Transportation of the Post Office Department, which handles matters 
pertaining to the international postal service, advises that, so far as they know, 
there is no country in Europe that admits to the mails any periodical publications 
entirely free of postage. With respect to South American countries, it appears, 
from the information available, that Bolivia is the only country in the area that 
admits newspapers through the mails free of postage. The information available 
does not indicate the type of newspapers and the extent to which they enjoy the 
free mailing privilege. 

Without objection, that will be put in the record at the proper 
place. 

The committee stands adjourned at this time until Tuesday at 
10 o’clock, at which time Mr. Fuller will be heard. 

(Thereupon, at 2:50 p. m., the committee recessed, to reconvene 
at 10 a. m. Tuesday, March 20, 1951.) 
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TUESDAY, MARCH 20, 1951 


House oF REPRESENTATIVES, 
ComMITTEE ON Post Orrice AND CIviL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. James H. Morrison presiding. 

Mr. Morrison. The committee will come to order. 

This hearing is a continuation of the hearings on postal rate revision 
recommended by the Postmaster General and introduced by the 
chairman of the committee as H. R. 2982. 

We have with us today representatives of the Southern Newspaper 
Publishers Association, the American Newspaper Publishers Associa- 
tion, and the New York Times. 

I am pleased to call as the first witness Mr. Charles McD. Puckette, 
who will represent the Southern Newspaper Publishers Association, 
from Chattanooga, Tenn. 


STATEMENT OF CHARLES McD. PUCKETTE, GENERAL MANAGER, 
CHATTANOOGA TIMES, AND CHAIRMAN, POSTAL COMMITTEE, 
SOUTHERN NEWSPAPER PUBLISHERS ASSOCIATION 


Mr. Puckerre. Mr. Chairman, my name is Charles Puckett. | 
am general manager of the Chattanooga Times and chairman of the 
postal committee of the Southern Newspaper Publishers Association, 
which has 390 members in 14 States. 

We appreciate the opportunity to present a brief written statement 
before you and make an oral statement, too. 

Mr. Morrison. Your written statement will appear, without 
objection, in the record at this point. 

(The statement referred to is as follows:) 


STATEMENT SuBMITTED BY CHARLES McD. Pucketrre, CuHarrMan, PostaL Com- 
MITTEE, SOUTHERN NEWSPAPER PUBLISHERS ASSOCIATION, CHATTANOOGA, 
TENN., ON PROPOSED SECOND-cLASS PosraL Rates ! 


As stated in previous appearances before this committee, we stand ready to 
accept any fair increase in second-class postal rates enacted by the Congress which 
can be absorbed by our business and which will contribute to reducing the deficit 
of the Post Office. We are justified in warning vou that the Congress will scarcely 
serve the best interests of our democracy and our people if it enacts increases in 
rates which will serve only to reduce the distribution of newspapers to the voters. 
While there are other useful means of communication, the truth is that the people 
receive most of their information on public affairs through the printed pages of the 
newspapers. This particularly is true of regional or local news as the Members of 
Congress are well aware. 


1 The postal committee of the Southern Newspaper Publishers Association has 390 members in 14 States. 
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Let us reply first to the statement of the Postmaster General that ‘‘there is every 
indication that the publishing industry as a whole is enjoying the most prosperous 
period in its history.’’ If he had read the earnings reports for those companies 
making their figures public he would have known that this is not true. Despite 
a higher volume of advertising and moderately increasing circulation, newspapers 
made less in 1950 than in 1949 and are considerably behind 1950 figures for the 
first 2 months of 1951. Expenses of a business which must continue without inter- 
ruption have been a problem; and while we are ready to pay a share of the post- 
office deficit by accepting reasonable increases in rates, we must object as strongly 
as we can to the imposition of three increases aggregating LOO percent. 

We have been unable to find in the post office officials’ statements anv sustained 
effort on the Department’s part to seek economies or better operation, which would 
attract more business. We repeat that it seems to us as businessmen that one 
answer to the Devartment’s problem must lie in seeking added volume of business 
and revenue which can be handled with small, if anv, additional expense. The 
history of suecessful great American businesses, of which the post office should be 
one, has not been a story of contracting volume by levying rates which reduce 
business. 

We are unable to understand the Postmaster General's arithmetic. He said 
in his statement before this committee on March 6 that post ecards cause a loss 
of $70,000,000 a vear; that it costs 2.8 cents apiece to deliver such mail, which 
receives first-class handling. Yet he ascribes a loss of $200,000,000 a year to the 
handling of 6,900,000,000 pieces of second class. That would mean a loss to the 
Post Office of 2.89 cents on each piece of second-class handled, and we know that 
second class receives second-class handling. Merely to state the Postmaster 
General’s argument in this simple arithmetic seems to us to prove that the alleged 
cost-finding report does not present a true picture, and that the Hoover Commis- 
sion report had some basis for its statement that the Pest Office does not know 
the costs of the services it renders. For this reason we believe we are justified in 
asking that the increases levied now on second class be limited to not more than 
an aggregate of 30 percent over a 3-vear perod and that 2 commission be appointed 
to study the entire question of second class, to report in not less than 2 vears. 

An alleged loss of 2.89 cents per piece on second class is all the more unbeliev- 
able when we consider the work done by the newspapers themselves for the post 
office. In the case of the Chattanooga Times, which is tvpical, we sack, sort, 
and transport in our own trucks at our expense to post offices as far as 80 miles 
away the bundles of newspapers to be delivered on R. F. D. routes, and at the 
R. F. D. earriers’ request we make up the bundles for cach route so that each 
copy is arranged in its proper place according to the residence of the subscriber 
on the route. The cost-ascertainment report, on which the alleged loss of 
$200,090,000 on second class is figured, assumes that the post office does this 
work. 

Our average payment to the post office for the simple service of delivery alone 
on R. F. D. routes now amounts to $2.47 per vear per subscriber for the week- 
day copies only. An increase of 100 percent would make this $4.94 a year. For 
a figure close to this we can organize our own motor delivery routes, delivering 
the Times only, getting the paper to the subscriber earlier and giving us the 
advantage of having our own carrier salesman. If we can do this for the delivery 
of a single publication the post office should be able to do it far more cheaply by 
a carrier delivering many picces of mail. 

The Members of Congress are well aware that, if a real subsidy is offered, there 
is no lack of takers. If the post office were giving a subsidy to newspapers on 
R. F. D. routes, the service we use chiefly, we presumably would be gobbling up 
the hand-outs. But we on the Chattanooga Times have steadily withdrawn 
copies from the mails and built up our own carrier system so that while our total 
circulation has increased, in all areas including the R. F. D. route area, the num- 
ber of copies in R. F. D. mails has decreased from 8,509 in 1942 to 5,707 today 
and is still decreasing. We are not acting as if the post office were offering us a 
subsidy. 

Our use of the post office and trains for delivering sacks to nearby post offices 
up to 75 miles has been discontinued except for one train. in 1920 every copy 
in the mails was sent out by train in the mail cars. Today the trains simply do 
not run. Our costs of delivering copies to subscribers has increased but the post 
office does not get the money spent because it does not supply the services needed. 

If a rate increase of 100 percent is levied we shall expect to withdraw thousands 
of copies from the mails and the post office will not be able to save one cent of 
expense by reason of such withdrawal. 
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We respectfully reply that the President was wrong in his statement that 
second-class postal rates had not been increased appreciably since 1879. The 
rates on news matter have not been, but the rates on the advertising portions of 
publications were increased substantially by the application of zone rates, even 
as much as 100 percent on the entire publication for copies sent to the more distant 
zones. 

The President and the Postmaster General referred frequently to “subsidies.’”’ 
We decline to admit that daily newspapers receive a subsidy on existing postal 
rates and services, except in one respect. That is the free in county. Yet the 
proposed bill continues the free in county, while seeking to get $40,000,000 in 
additional revenue from second class. We believe that the Congress should have 
the courage and good sense to end the distribution of publications free. The 
newspaper with which I am connected receives a service from the post office in 
free-in-county for which, at existing rates, we should pay $1,007 a vear. We 
want nothing free from the Government and hope that you will abolish this 
indefensible practice, which does deserve the term ‘‘subsidy.” 

Please remember that imposing increased second-class rates will affect only a 
small percentage of daily newspapers. There are probably no more than 250 of 
the 1,775 daily newspapers which use the mails. Most evening newspapers 
readily set up their own carrier motor routes. The morning newspapers, generally 
reaching farther out ino the rural areas and serving more R. F. D. subseribers, 
are the group which will bear the cost of increased rates. For example, the 
Louisville Courier-Journal now pays second-class costs of $124,995.61 annually 
and a jump of 100 percent would increase this to $249,991.22. The Atlanta 
newspapers pay a bill of $150,384 a vear and this would mount to $300,768. 
These inereases in expense cannot be taken from profits but would necessarily 
be handed on to the subseriber, and we know from experience that the number 
of readers will be smaller. 

We do not charge low rates to rural subscribers and ask the post office to help 
by low postal rates. We do not offer long-term subscriptions. The rate, for 
the weekday editions only, of typical newspapers on R. F. D. routes is in the 
neighborhood of $10 a vear and that is a substantial cash outlay for a rural 
family. It will not be easy to increase these rates. Yet we do not make money 
on such readers even charging as expense only the cost of newsprint and delivery 
alone, and forgetting the expense of gathering the news and printing the newspaper. 

We do not pretend to be experts on the management of the Post Office Depart- 
ment, a great and complicated publie service. But we submit that it is against 
the general welfare for the Department to propose a 100-percent increase in 
second-class rates which will compel many publications either to curtail distribu- 
tion or seek other means of delivery. We believe that the cost-ascertainment 
report must be faulty if the post office claims to make money on 3-cent first-class 
postage vet loses 2.89 cents on every piece of second class. We believe that the 
way out for the Department is to increase volume of its business. We do not 
urge postponement of any rate increases, but only the levying of moderate in- 
creases over a period of 3 years, accompanied by a restudy of the entire problem 
of second class, and an impartial survey of all postal operations, and of the national 
policy with respect to the Post Office Department. 

Mr. Puckerre. First of all, in previous appearances before this 
committee, | have never urged that vou make no increase. The 
newspapers stand ready to accept any fair increase which the publishing 
business can stand. 

We also resent the use of the word ‘“‘subsidy.’’ We do not believe 
that, in the case of daily newspapers such as ours, the service rendered 
us by the Post Office Department and the rates which we pay consti- 
tute any subsidy at all. 

Let me first, if | may, try to correct the President in his statement 
that there has been no increase in second-class rates, or substantially 
no increase, since 1879. 

There have been substantial increases in the second-class, par- 
ticularly, of course, when the zone rates are applied. In the case of 
publications traveling to more distant zones, that increase has approx- 
imated 100 percent. 
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Then | would like also to correct Mr. Donaldson. In my field of 
business I cannot correct him on post office, but he said publishers 
were now enjoying the most prosperous period in their history. I can 
tell him, and I ean tell you, that that is simply not as it is. There are 
not many newspapers publishing their direct earnings in public. Very 
few of them have stock which would require them, or have the finan- 
cial set-up which would require a statement. 

But those statements published in the newspapers show that 
earnings are down. 

In the case of the two newspapers which I am connected with, we 
have a joint operation in Chattanooga. We made less money in 
1950 than in 1949, while this year, our net is down 35 percent as 
compared to 1950. That is the net with operations alone and before 
the imposition of taxes, which, as you know, will be at a much higher 
rate than before. 

We do not foresee much of an opportunity to improve those earnings. 

In the first place, there is a shortage of newsprint. We are quite 
certain that before long there will be the imposition of some kind of 
rationing on newsprint. 

There was a statement in last Sunday’s newspaper that the sulfur 
shortage 1 is going to reduce the output of newsprint perhaps as much 
as 20 or 25 percent. So that any increase in our expenses, such as the 
Postmaster General has proposed, we could not hope to recapture by 
a greater volume of advertising. 

‘Nor do we see much chance of substantially increasing our sub- 
scription prices. As a matter of fact, we get a good many kicks 
from readers of ours as to the amount of money we charge for our 
newspapers and that we have to charge. We charge 40 cents a week 
for the daily and Sunday delivery. 

On the R. F. D. routes we charge $10 a year. We have no advance 
subscription—no cut rates. That is in addition to the 6 days a week 
because the post office, of course, cannot deliver our Sunday paper. 

Now $10 in cash paid in advance, as the second-class regulations 
require, is a pretty heavy cash payment for the average farm family. 
We do not find these newspapers too easy to sell on our R. F. D. 
routes and we would find them much harder to sell if we were com- 
pelled to advance them from $2.50 to $4, which would be the amount 
of the increase which the Postmaster General has proposed. 

Again, on the matter of newspapers and the prosperity of the pub- 
lishing business, there has been a decrease of 25 percent in the number 
of daily newspapers in the United States in the past 30 years. That 
many have gone out of business. 

There were formerly about 2,250 newspapers, and now there are 
about 1,775 daily newspapers. At least one member of your Postal 
Advisory Commission looked upon the decreasing number of news- 
papers as one of the great dangers of this country. He thinks it 
tends to monopoly. 

Mr. Rees. May | interrupt here? 

Mr. Morrison. Mr. Rees. 

Mr. Rees. Is that reduction due partly to consolidation of papers? 

Mr. Puckerrs. Yes, sir. There have been consolidations; not so 
much of successful papers, but successful papers taking over less 
successful papers, because many of them were just unable to keep up 
with their expenses. 
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Mr. Ress. I was thinking of your statement that the newspapers, 
a number of them, had gone out of business. I thought perhaps you 
meant to add that a number of them had been taken over by other 
newspapers. 

Mr. Puckrrre. When I first went to New York there were a good 
many newspapers there. There were 22 daily newspapers there. 
There are now 7 daily English-language papers. They were con- 
solidated. Most of those papers taken over were losing money so 
fast that somebody had to take them over. It was not a consolida- 
tion of successful newspapers, but actually, in most cases, the failure 
of newspapers to be able to make expenses and keep alive. 

That is a trend throughout the country. Newspapers are being 
forced to go into joint operations in an endeavor to meet their ex- 
penses. 

That is what we have in Chattanooga. We were rival newspapers. 
We have set up a joint publishing venture. The primary purpose of 
it is to make economies so that the two newspapers could render, as 
we think, a greater service to the reader. 

Mr. Gross. Mr. Chairman. 

Mr. Morrison. Mr. Gross. 

Mr. Gross. That applies to country weekly newspapers, does it 
not? There has been a diminution in the number of weekly news- 
papers over the same period of time. 

Mr. Puckerre. I do not think there has been quite so great a 
decrease. 

Mr. Gross. Not as great, but a sizable decrease. 

Mr. Puckxerrse. They go up and down; not actually the same as 
other business, but they go up or down by one or two thousand. 

There is a greater degree of up-and-down operations there than 
there is in the case of daily newspapers. 

The daily newspapers have been steadily down for the past 
vears. Nobody is likely to start a daily newspaper except in a new 
town like Oak Ridge, Tenn., where 50,000 or 75,000 people come 
together as a city. You rarely hear of any newspapers being started 
in long-established cities. 

Mr. Reams. Mr. Chairman, may I ask a question at this point? 

Mr. Morrison. Mr. Reams. 

Mr. Reams. That has not been reflected in circulation, has it? 

Mr. Puckerre. No; it has not. 

Mr. Reams. Where two papers have consolidated, the circulation 
has remained constant, the surviving paper has increased; is that 
not correct? 

Mr. Puckerte. Yes, sir. The circulation of daily newspapers has 
increased tremendously in the past 25 years. It is now approximately 
54 million copies daily. 

Mr. Reams. That is the highest it has ever been, is it not? 

Mr. Puckerrs. Yes, sir. 

That has been due to better methods of transportation, of reaching 
more people farther out—and transportation, may I add, not by way 
of the post office, but by using our own methods of distribution, 
trucks and carriers. 

For example, in the case of the Chattanooga Times, again referring 
to this matter of subsidy, you gentlemen know even better than I do 
that if you offer a subsidy they are most likely to take it. 
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As a matter of fact, people gobble it up. In the past 10 years, the 
Chattanooga Times has decreased the number of copies it puts in the 
mails, from 10,000 to 5,400, because the post office simply does not 
render us the service that we find necessary, and our circulation has 
increased. 

Of course, we are using this alleged subsidy less and less, and we 
expect to use it even less in the future. If the rates go up, we con- 
fidently expect to withdraw our paper almost entirely from the mails, 
except in a few isolated R. F. D. routes. 

Mr. Reams. Is there not a connection between increase in circula- 
tion and increase in advertising rates? 

Mr. Puckerre. Certainly. 

Mr. Reams. Is it not based on that? 

Mr. Puckrerrr. Yes, sir. Generally speaking, our advertising 
rates are based on some relationship to the circulation, of course. 

Mr. Reams. So the fact that so many newspapers have gone out of 
business does not reflect itself in a decrease of earnings of the papers 
that are still in existence, does it? 

Mr. Puckerre. No, sir; that is true, but the trend in the last 2 or 3 
years has been definitely downward and we expect it to continue 
downward for some time. 

For example, you say there has been no increase in rates. Actually, 
there has been a considerable increase in our cost of distributing our 
papers in the R. F. D. areas. 

Twenty years ago, every copy of the Chattanooga Times that went 
out into the suburbs went out on trains. There is only one train that 
we can use now; the trains have simply disappeared. The morning 
train has simply disappeared. We use only one train, and within 
the next few weeks we will stop using that train because it is no good 
to get our paper there if we want to get it there in time. 

That means we must provide our own trucks, which cost happens 
to be 66% percent more than we paid the post office. 

Now, we take those papers and we don’t send them over to the post 
offices. We put them in sacks. We take them up to the post offices 
60 and 75 miles away and put them there in bundles, to be carried 
on routes 1, 2, 3, and when the carriers request it, we put those in the 
order in which the subscribers come on his route, so that actually he 
can shut his eyes and take those papers out one by one and put them 
in the boxes. 

According to the cost ascertainment report, you would assume the 
post office does that work for you. The only work that the local 
post office does for us is to send over one man to check our weights 
in the morning. It takes him 30 minutes to do that. And he receives 
our check in advance for the postal rates which we pay. 

Apart from that, even in the case of the post offices 75 miles away, 
we put the bundles there on the porch. The local carrier picks them 
up. That is the only service that the post office renders there. 

Frankly, we think that the rate we pay, which approximates $2.50 
a year per subscriber for a 6-day-a-week edition, is ample payment 
for that service, because we can set up our own routes and deliver the 
paper. We can get somebody up early in the morning to go out and 
deliver them for very little more than we now pay the post office for 
a very limited service. 
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May I say also that we just simply cannot understand the Post- 
master General’s arithmetic. He said in the statement presented 
before this committee that there are now 6,900,000,000 pieces. of 
second-class handled by the post office and the loss on that was $200 
million a veat 

We have always questioned the validity of that cost ascertainment 
report. 

According to Mr. Donaldson’s figures, the post office loses 2.89 cents 
on every piece of second-class that is handled—if those figures are 
correct. Yet he says that he makes money on the delivery of first- 
class at 3 cents. Those two figures, it seems to us, simply cannot be 
reconciled and we challenge the accuracy of that entire cost ascertain- 
ment report. 

Also, in this matter of subsidy, there is one subsidy that you happen 
to give to the newspapers such as I represent, and that is the free in 
county. So I am not giving away anybody else’s money when I add 
that the Southern Newspapers Publishers Association asks that you 
abolish the free in county. 

I do not think the free press ought to receive any free service in the 
county. In our case, we receive a free service on that delivery, for 
which we would pay $1,007 a year. | hope you will abolish it. 1 will 
be glad to pay it. I do not want to accept anything from the Govern- 
ment. I do not want the Government to be under any obligation to 
my newspaper and I do not want my paper to be under any obligation 
to the Government. 

It seems to us absurd that vou should talk about raising $40 million 
in increased second-class postal rates and then not do anything 
about the free in county, by which a number of newspapers travel 
free in the mails. 

One witness before vou, representing the magazines, brought out 
the fact that there has been an increase in the second-class costs since 
the last rate increase, of 28 cents per piece and 34 percent in actual 
cost. 1 think he mentioned the acceptability of three rate increases 
of 10 percent a vear. 

Whatever rate you put in is your committee’s business. Our 
association would be glad to acce pt a 25-percent increase. It seems 
to me that some aggregate increase in about that range would be all 
that is called for at this time. 

We would like to urge also that you reexamine the entire definition 
of second-class. I think your committee should consider the estab- 
lishment of a fifth class of postal matter. In that fifth class vou 
might place some of these small leaflets, various classes of publica- 
tions, which certainly are not newspapers; they are magazines, and 
that you might consider as a postal subsidy, if you so wish to do it, 
religious, nonprofit, and other publications. 

That is our case and we leave it with you. TI shall be glad to 
answer any questions you might wish to ask. 

Mr. Morrison. Are there any questions? 

Mr. Hagen. 

Mr. Hacer. Mr. Puckette, vou said that circulation and advertising 
more or less go together. In other words, did vou not say that with 
increased circulation vou got increased advertising? Is that generally 
a fair statement? 
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Mr. Puckerre. It does not necessarily follow. It depends upon 
your sales agent. 

Mr. Haacen. I am_ speaking of large advertisers. They would 
rather deal with publications having substantial circulation rather 
than with a large number of publications having small circulation. 

Mr. Puckxerre. That is true, because, after all, if you have to send 
out 1,000 or 1,500 orders, that is a lot of work. But make no mistake 
about it, the smaller newspapers get some advertising; otherwise they 
simply could not exist. 

Mr. Hacen. But a business wanting to advertise to cover a com- 
munity pretty well in selling its own product or in introducing a new 
product would like to have a large circulation, would it not? 

Mr. Puckertre. Yes, sir. Also, the amount of circulation and 
quantity of circulation, what kind of publication it is, and what ciass 
of readers it appeals to, those are factors that enter into rates for 
advertising. 

Mr. HaGen. Would it be fair to say that with a decrease in circu- 
lation, your advertising rates and revenue would go down, first of all, 
and also the amount of space and advertising would go down? 

Mr. Puckerre. We do not expect circulation to decrease. It has 
been constantly increasing. We expect our usage of the post office 
to decrease. We expect to use other means. 

Mr. Hagen. But if the circulation does go down because of exces- 
sive postage rates which require your subscribers to pay higher sub- 
scription rates, your circulation would go down. I know that from 
experience because I tried it when I had a new spaper. 

Mr. Puckerre. That is true. 

Mr. Haaren. If you raise your rates $1 a year you would lose a 
good percentage of subscribers. You would lose those subscribers 
immediately. 

Mr. Puckerre. When we advanced our price from 35 to 40 cents a 
week for carrier delivered, our subscriptions went down 5,200 copies. 
We have recaptured in the meantime a little bit less than 4,000 of 
those copies. 

Mr. Hagen. How much per year would you have to increase your 
subscription rate if a 100-percent increase were put into effect on 
second-class postage rates, as far as your paper is concerned? 

Mr. Pucxerre. We would increase our rates only on R. F. D, 
routes; we would not increase our rates to our city subscribers. 

Mr. Hacen. How much would it be? 

Mr. Puckerte. It would have to be at least 5 cents a week. Re- 
member, again, those subscriptions have to be paid for in advance 
under your second-class regulation. There are no club offers, no cut 
rates on long-term subscriptions. Most of ours are 3 months and 
6 months. 

Frankly, a fellow hates to put down $10 in total cash for a year’s 
subscription. That is a pretty substantial payment. 

Mr. Hacen. But if he pays for it at the rate of 3 months or 6 
months at a time, it does cost him more in the aggregate, does it not? 

Mr. Puckerre. A little bit more. 

Mr. Hacen. And you would have to raise your rates, did you say, 
from $2.50 to $4? 

Mr. Puckxerre. At least that. 

Mr. Hacen. That would likely mean less circulation, 
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Mr. Puckerre. Yes. 

Mr. Haagen. Is it fair to say that would mean less advertising, less 
income, less income taxes, and a less informed public in your county? 

Mr. Puckerre. We think there would be fewer subscribers on the 
R. F. D. routes alone by reason of such an increase. 

Mr. Hacen. I want to get your reaction on this: Is this a fair 
statement: that if the American newspapers, magazines, and all types 
of publications had a circulation of, sav, 20 percent less than they 
now have, would that result in decreased advertising, decreased jobs, 
decreased income taxes, and all that sort of thing? 

Mr. Pucketrre. There is no question about it. 

We still, of course, have not felt the full impact of competition of 
television. ‘That may constitute a serious challenge. Of course, we 
have met the challenge of radio and have continued to increase our 
circulation and our advertising. ‘Television is still another matter 
and we do not yet know how that will affect newspapers in metropolitan 
cities, 

Mr. Hacen. You indicated that you, as an individual newspaper 
publisher—and perhaps you are speaking for some of your group; 
| do not know 

Mr. Puckerrer. I am. 

Mr. HacGen. Could stand a raise of some 25 percent. Over a 
period of 3 years, or all at one time? 

Mr. Puckerrr. Well, we are supposed to have an aggregate over 
2 or 5 years. 

Mr. Hagen. Do you think that would be a fairer way to handle it? 
You could absorb it better if it was spread over a period of 2 or 3 
years? 

Mr. Puckerre. Again, we do not have long-term subscriptions, 
and we cannot honestly advance that argument to you because news- 
papers do not do that. 

Mr. Hagen. You realize, of course, that the large city dailies like 
the Washington Post, the Washington Times-Herald, and the New 
York Mirror and the New York News do not use the mails to any 
great extent. In fact, not at all, in the county of publication. 

So the free-in-county does not nor would not help the Washington 
Star or Washington Post or the New York News one bit, or the New 
York Mirror, would it? 

Mr. Puckerre. No. 

Mr. Hagen. So when you talk about free-in-county, I have to dis- 
pute a part of your statement because you, as a newspaper, may be 
able to absorb it. 

But I am talking about a lot of small dailies and weeklies who 
would feel a terrific impact on business if they had that subsidy, 
so-called, eliminated from their business. 

Mr. Puckerrs. I just think it is a matter of principle also. I do 
not think the amount of postage they would pay would be terrific. 

Mr. Hacen. The principle is that if any favoritism is supposed to 
go to the press, this is part of that so-called favoritism or differen- 
tial or subsidy, because we are trying to inform the local people 
as to what is going on in the local communities. That is the special 
reason for the free-in-county policy. We are not interested so much 
at least, | do not think we are, and I see no reason for it—in having 
the people of three or four counties away getting another connty seat 











302 POSTAL RATE REVISION 


weekly from some distant point. They are interested and should 
get their own county weekly for the purpose of knowing what is 
going on in their own county and knowing what the Federal Govern- 
ment wants those people to know as to what it is doing and how it 
applies to their county, because the Federal rules and regulations in 
various counties are different. 

You can take two counties. One program may apply to one county 
and will not apply to the next. A soil-conservation program in one 
county may not apply in others because it is organized into districts. 

So there is strong justification for free in county because it gives an 
opportunity for the paper to be distributed at a lower rate in that 
county, to more of the citizens of that county. 

As you know, most of the papers have a lower rate for their county. 
In fact, you can take any weekly; it will be so much in one county 
and so much in adjoining counties. For example, it might be $2 
in Polk County; $3 in adjoining counties, or $2.50 or $3 for Minnesota 
and North Dakota, perhaps more outside these two States. 

In other words, they have a sliding rate upward according to the 
distance. 

So | must disagree with you on your idea about eliminating the 
free in county. However, | can appreciate your willingness to give 
that up. 

You are here to say that you could stand a twenty-five percent 
increase spread over a period of time; is that right? 

Mr. Puckerre. Yes, sir. I said that last year, and I say that again. 
We are glad to pay our part of the money which the Government 
needs. 

Mr. Hagen. Thank you. 

Mr. Morrison. Are there any further questions? 

Thank you very much for your contribution here this morning, 
Mr. Puckette. 

Our next witness is Mr. Frank Daniels, chairman of the postal 
committee of the America Newspaper Publishers Association. 


STATEMENT OF FRANK A. DANIELS, GENERAL MANAGER, RALEIGH 
(N. C.) NEWS AND OBSERVER, AND CHAIRMAN, POSTAL COM- 
MITTEE, AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION 


Mr. Dantevs. Mr. Chairman and gentlemen, I am Frank A. 
Daniels, general manager of the Raleigh News and Observer of 
Raleigh, N.C., and chairman of the Postal Committee of the American 
Newspaper Publishers Association. 

I have a prepared statement, but I would like to present an oral 
statement. 

Mr. Morrison. Your prepared statement will be included in the 
record, without objection. 

(The statement referred to is as follows:) 


STATEMENT OF FRANK A. DaANieLs, GENPRAL MANAGER, RAvercu (N. C.) News 
AND OBSERVER, AND CHAIRMAN, Postat ComMMITTEE, AMERICAN NEWSPAPER 
PUBLISHERS ASSOCIATION, IN Oprostrion TO H. R. 2982 


Gentlemen, as chairman of the postal committee of the American Newspaper 
Publishers Association and as, general manager of the Raleigh (N. C.) News and 
Observer, I appreciate your giving me this opportunity to appear before you 
briefly to discuss bill H. R. 2982. I am opposed to this bill. 
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The newspapers are willing to pay any reasonable increase in the postal rates 
you gentlemen feel necessary if it is backed up by facts. But we do not believe 
the facts justify the increase requested in this bill. The newspapers as a whole 
do not place too much confidence in the reality of the costs of operating the Post 
Office Department as shown by the cost ascertainment study which is a time, 
weight, and count study made quarterly. We are willing to pay any increase 
necessary, but before this increase is made, it is our feeling that both Congress 
and the publie should be certain of the equity involved in the requested increases. 
The newspapers, like everyone else, hate to pay more for any service, but we are 
willing to pay a reasonable increase when we are shown that the Post Office 
Department is meeting us half way. 

Recently, James J. Doran, retired Director of Rates of the Post Office Depart- 
ment, wrote in the Postal Record, ‘‘Yes, the records of the Department will show 
that more than 39,000 of the more than 41,000 post offices of the country could 
not operate without what is truly a postal subsidy.’’ With 94 percent of the post 
offices operating at a loss the newspapers cannot be expected to look with pleasure 
on a rate increase. 

In my home town there are two post offices within a few hundred vards of the 
city limits. One of these is a girl’s college and the other an old established post 
office in a small community which has been surrounded by the growth of the 
city of Raleigh. That post office remains although a city mail carrier goes right 
by the post office door. With such economic practices going on, can you wonder 
at the newspapers opposing this bill? 

The newspapers feei that actually as users of the mail, the average daily news- 
paper is handled at a profit by the post office. The number of newspapers being 
handled bevond the first and second zone are negligible when compared to the 
total volume. In the case of our paper, The News and Observer, the number of 
copies handled beyond the second zone amount to 3 percent of the total mailing, 
and the other Raleigh paper mails 1.3 pereent beyond this area. Within the 
first and second zones all of the work of the Post Office Department is handled 
by most newspapers except a small part of the transportation and final delivery. 

If the newspapers were removed from the mails, the Government could not 
save one single penny except the hourly pay of the post office representative sent 
to the newspaper offices to weigh the papers. 

This talk of a subsidy to newspapers on mail rates will not stand investigation 
in the case of our paper, 1 he News and Observer. We mail daily 35,179 papers 
at an annual cost of $62,253.13 on the present rates. This cost would under the 
bill before vou, jump the first vear to $93,379.69 and ultimately to $124,506.26. 
Now the Post Office Department transports only 8,795 of these papers. The 
balance of some 24,000 papers are delivered to the post office of final delivery by us 
at an estimated cost of $40,000. 

When this one newspaper like all others pays most of the delivery costs, I ask 
who is subsidizing whom? 

Take the newspapers out of the mail and your postal deficit is really going to 
mount 

The use of the mail by a newspaper depends on the type of community in which 
it is published. In the big cities with concentrated population the use of the 
mail is not necessary. But in the smaller communities and agricultural sections, 
the newspapers depend on the mail to deliver the newspaper to the farmer. If 
postal rates increase, the subscriber receiving his paper by mail must pay more, 
for, unlike other publications, the newspapers must depend for a large part on their 
circulation revenues and cannot depend solely on the advertiser to foot the bill, 

The newspapers are ready to pay any increase that is necessary for the proper 
and economical operation of the Post Office Department, but up to this time the 
newspapers believe that on the rates now in effect the Post Office Department 
is not losing money on the handling of daily newspapers. 

Mr. Danrevs. The newspapers are perfectly willing, as Mr. Puck- 
ette savs, to a reasonable increase in second-class rates, provided 
those rates are backed up by facts. The newspapers, as a whole, 
have no faith in the reality of the cost-ascertainment report as it 
reflects second-class mail. 

As you gentlemen know, that is a time, count, and weight study 
made quarterly throughout the country. 

Mr. Rees. Mr. Chairman. 

Mr. Morrison. Mr. Rees. 
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Mr. Rees. But does it mean that the newspapers are paying their 
share for carrying the newspapers 

Mr. Dantezs. I think, sir, you will find, if I may say so, that in 
the case of the newspapers owned and published by our family, that 
we believe the Post Office Department makes a profit on those news- 
papers, sir. We have 35,000 copies of the paper that go into the post 
office, into the mails, every day, 6 days a week. 

Mr. Rees. I do not want to interrupt you too much, but do you 
think that applies to all newspapers, generally? 

Mr. Dantrevs. I think, generally speaking, in a certain class of 
daily newspapers it applies, too, sir. 

For instance, in our case, in the case of the 35,000 papers that we 
mail, all but 3 percent of them are mailed in the first and second zones. 
Because of this railroad situation that Mr. Puckette went into, we 
have to transport those papers. We transport more than 24,000 of 
them in our own conveyances, at our expense, to the post offices of 
final delivery. 

Those papers go into the post office. If it is a large enough amount 
there is a sack addressed to each rural route. That route carrier opens 
that sack and the only papers in that sack are for that particular 
rural route. 

Mr. Puckette explained how they were addressed. 

The total cost to the post office is the final delivery from that post 
office out over the R. F. D. routes and some box holders, the cost of a 
man coming to our plant and weighing them, and the bookkeeping. 
For that we pay the Post Office Department in excess of $200 a day. 

If the Post Office Department does not make money out of that, 
sir, | do not know why. 

I think that is true of most newspapers. 

The newspapers are perfectly willing to pay their part, but when 
you raise our rates I think the Post Office Department ought to meet 
us halfway. We think they ought to make some reductions and 
prove to you gentlemen and the Congress and the public that they 
are doing the job in a businesslike way. 

Mr. Rees. | appreciate that statement very much. 

Do you have some suggestions how to carry that out? 

Mr. Danrets. Far be it from me to suggest to the Post Office De- 
partment how to run their business. But there is a case down in 
North Carolina, where I live. ‘There is a very interesting little com- 
munity called Method, N. C., which is largely a Negro community. 
It has a post office. It is about two hundred yards from the city 
limits. The city has grown all around the community. The city 
letter carrier goes right by that post office door. The postmaster 
there is a fine man at the post office. 

But we of the newspaper business think that type of thing should 
be scrutinized before we are asked to spend more money for mailing 
when we believe that the Post Office Department is making money 
off the handling of the average daily newspaper. 

I do not think you can use a count system in cost ascertainment in 
second-class mail when the publisher is doing the dispatching and key 
bundling and sacking. I do not think the count means anything, 
because we are doing the work that the Post Office Department is 
charging against us, that they are doing it when they are not. 
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They charge us for terminal space. Well, if a newspaper is using 
terminal space there has been improper routing in the handling of that 
newspaper. We are perfectly willing to pay our part and we want to 
pay our part, but the newspapers, unlike the other types of publications 
in second-class mail, cannot expect the advertiser to carry the load 
entirely. 

Every newspaper, daily newspaper depends on its circulation 
revenue. The amount of circulation revenue percentagewise, depends 
entirely on the locality of the newspapers, just as the use of the mail 
depends upon the locality of the newspaper. 

But a daily newspaper has to get money out of circulation to live. 
Other types of publications do not even expect to get any money out 
of circulation; the advertiser pays everything. 

But we in the newspaper business think that because we are trying 
to take a dailv service to keep the country informed as to what you 
gentlemen and the other leaders of our country are doing, that we 
should not be penalized with higher rates when we are not to blame 
for any moneys that might be lost in the handling of second-class mail. 

Mr. Rees. May I interrupt there? 

Mr. Morrison. Mr. Rees. 

Mr. Rees. Your statement with regard to this problem, Mr. 
Daniels, is pretty highly regarded because vou are highly regarded and 
highly respected in the newspaper field. You are held to be one of the 
successful publishers in this country. Any suggestions that you would 
have to offer in dealing with this problem would be greatly appreciated, 
especially by me. 

Mr. Dantes. As I say, I am not an expert on the Post Office 
Department. I am not an expert on anything because | am too close 
to home. 

Mr. Rees. We are glad to have your ideas. 

Mr. Dantets. But I read in the Postal Record not long ago, by 
Mr. Doran, who said that 96 percent of the post offices could not 
possibly hope to make money. I believe we should have those post 
offices. I believe the strength of this country is in the fact that the 
Post Office Department goes right up in the woods, takes the daily 
newspapers and the weekly newspapers and the second-class mail with 
them. 

But I wonder if 96 percent of the post offices should lose money. 

We are perfectly willing, in the newspaper business, to pay our 
part of any increase you think is necessary when the public and we are 
convinced that the Post Office Department needs that money from 
the second-class mail raises and the daily newspapers. 

I will now answer any questions the committee may have. 

Mr. Morrison. Mr. Hagen. 

Mr. Hacen. You mentioned the handling that your paper and other 
newspapers do for the Post Office Department. Could you tell us 
offhand what are those three or four things that you do? 

Mr. Dantevs. Yes. Primarily, what T was referring to there was 
what is called sectional dispatch. That is where there is no service, 
no paper available between the city of publication and the town of 
ultimate delivery. 

Our newspaper sacks the paper, addresses it, rolls it, sacks it, sacks 
the papers and puts them on a seale. The post office employee puts 
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down the weights and where there is a sectional dispatch he writes 
down a postal card and you stick it in the mail. That is taken to the 
post office by you; that is, by us, and put in the post office. 

Mr. Hagen. In nearby towns? 

Mr. Dantes. In nearby towns. 

If there are three rural routes and boxes in that post office, there will 
be three key bundles in those bags, or four key bags, depending on the 
number of R. F. D. routes. 

The post office only has to open that bag and hand it out to the loca- 
tion where the rural route man is working one bundle. He opens that 
bundle and starts his delivery. 

The Post Office Department’s actual work in handling those papers 
isa man reading the scale, opening a bag, and handing out bundles from 
that bag up to that bag, and which he then delivers from that post 
office. 

Not one penny would be saved by the post office; in fact, probably 
money would be lost if that newspaper was not in the mail, because of 
the fact that the mail carrier takes his newspaper and wraps his mail 
up, and after he gets it all together he puts a belt around it. If he did 
not have that newspaper to wrap the mail in he would probably lose 
enough first-class mail. So for that matter, the expense of the Post 
Office Department would run up. 

Mr. Hacen. I have another question. 

If you did not do all of this handling for the Post Office Department, 
the Post Office Department would have to do those things, would it 
not? 

Mr. Dantes. If that were the case, it would just be dumped at 
the post office and they would have to do that work. 

Mr. HaGen. And would your rate be the same? 

Mr. Dantets. Yes. 

Mr. Hacen. In other words, you are doing all these things for the 
Post Office Department and you are paying the same rate as some other 
newspaper that may be just dumping the mail at the post office; with- 
out all that preparation and work; ts that right? 

Mr. Daniesis. Yes. 

Mr. Hagen. Years ago, when you had more trains, you did not 
do that extra work, did you? 

Mr. Daniteus. We did not do it. 

Mr. HaGcen. And you paid the same rate then as you do now; is 
that correct? 

Mr. Daniess. Yes, sir. 

Mr. Hacen. In other words, you and many other papers through- 
out the country are saving the Post Office Department many thousands 
of dollars because you are doing a job for them that they used to do, 
and you are paving the same rate as before. 

Mr. Daniens. Yes. And we are spending now $40,000 a year doing 
work that we pay the post offic e to do. 

Now, who is subsidizing whom? 

Mr. Hacen. So you already have paid an increased postage rate 
by handling and doing the work yourself, to a large degree. 

Mr. Dantes. Yes, sir. 

And a great many of these star routes which the Post Office Depart- 
ment has been putting on, do not accept second-class mail. 

Mr. Hacen. I have some further questions. 





POSTAL RATE REVISION 307 


You mentioned about terminal space. How long does your news- 
paper or any average newspaper of the daily class use this so-called 
terminal space? 

Mr. Daniexs. Never. In other words, if they needed it they would 
have to rearrange the routing. 

Mr. Hacen. You do not store newspapers for any long time, do 
you? 

Mr. Dantes. As you know, a newspaper is a more perishable item 
than any other item 

Mr. Hacen. Why do they charge you for that space? 

Mr. Dantets. That is because of the cost ascertainment report. 

Mr. Hacen. Another thing. You realize, do you not, that the 
number of pieces of mail of first and second class and all classes deter- 
mine the feasibility and advisability of that rural route insofar as 
extensions are concerned, or new routes are concerned? 

Mr. Dantets. Yes. 

Mr. Hacen. So if the subscription rate has to be increased because 
of higher postage costs, there will be less people taking these second- 
class publications, and, of course, third class and first class, all classes 
of mail, and then you have a deterioration, in my opinion, of the mail 
service of this country, because with a lesser distribution of mail 
the rural routes there would be no opportunity in the future of 
increasing or extending the routes, there would be little opportunity 
to extend or open up new rural routes in new areas because of the 
fact that the mail distribution is so much lower. Is that a fair state- 
ment to make? 

Mr. Dantevs. Absolutely, sir. 

Mr. Hacen. So if you continue a policy of raising rates all along 
the line, vou are going to have less mail distribution in the rural areas 
and a further and continuous deterioration of rural service to the 
people of America. 

Mr. Daniets. I think that is true. But I think, even more im- 
portant than that, that you will have a less informed public; which, 
of course, is more important than the postal service or anything else 
in our country. 

Mr. Morrison. Are there any further questions? 

Mr. Reams. 

Mr. Reams. Mr. Daniels, I think we are all interested in the Post 
Office Department being run on a good economic basis. That is just 
as much your problem as ours. Your share in the Post Office Depart- 
ment as the biggest business in the world is just the same as that of 
anybody else, and this committee has always been trying to do some- 
thing about it. 

Mr. Dantes. Yes. 

Mr. Reams. Referring to this matter of the little post office at 
Method, N. C., which post office, from your statement, is obviously 
not necessary, has any good citizen of your community ever called 
that to the attention of the Postmaster General? 

Mr. Danrtets. I think, in the case of that particular post office, sir, 
the postmaster is one of the outstanding Negro citizens of our com- 
munity, and I think that we would probably follow the tracks of some 
of the finest Americans and write up here and say, “Keep Mr. White 
on as postmaster.”’ 

Mr. Reams. That is a very honest statement. 
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Mr. Dantets. | have tried to be honest in everything I have said. 
That is about what I would do, I am afraid. 

Mr. Reams. As to this statement of 96 percent of the post offices 
not operating at a profit, how much of that composition is that? 

Mr. Daniets. I think that, dollars, that is true; but again we have 
to find out and be realistic about this postal service to keep it up to 
the great standard it has set all through the years. We can only do 
that, I believe, if this committee and the Post Office Department will 
scrutinize that type of expense. 

Of course, | hope you will keep Mr. White as postmaster. Of 
course, that type of thing has to be more carefully scrutinized. 

Mr. Reams. I agree with you. I think you are absolutely right. 

But do you not think the Post Office Department has to depe ‘nd on 
the local communities to get that information? For instance, most 
of us on the committee were not aware that there was a post office in 
Method. . 

Mr. Dante ts. Mr. Doran says that 96 percent of them can never 
make money, and will never make money, no matter what rates you 
apply. I think somebody ought to find out. 

Of course, it is quite a job, but you ought to find out how many of 
them are essential. 

Mr. Morrison. Mrs. St. George. 

Mrs. St. Georar. Mr. Daniels, I have been very much interested 
in vour statement, and I want to ask you this: 

You are in favor of a raise in postal rates, are you not, if it can be 
arranged on a balanced scale? Or do you think no raise is better? 

Mr. Daniets. I have never heard of anybody being in favor of 
paying more for any service that he is purchasing. I think that 
undoubtedly the Post Office Department should have some increase 
in second-class rates. 

I do not think the 50-, 75-, and 100-percent increase in this bill 
realistic. 

Mrs. Sv. Georar. No. 

What would vou think of a 10-percent raise for a 3-year period? 

Mr. Dantecs. I think that would be perfectly all right. As far as 
the newspapers are concerned, I think we could take 15 in 2 years; 
but because our rates are based on | vear, because we have to get the 
money, we cannot contract 5 vears in advance. 

Mrs. Sr. Georae. | am interested in what you say, and I| think it 
is a very general feeling that while we agree that the Post Office De- 
partment needs added revenue and should probably get it, we also feel 
that the Post Office Department should meet us half way. 

I would like to ask you if you do not think some investigation 
should be made into the Post Office Department when we read of the 
kind of things happening in Boston. 

I also received a rather disturbing letter from a gentleman who 
assures me that Boston is by no means alone. Do you not think 
that the people of the country would be more reassured if they felt 
some investigation of the Post Office Department was going to take 
place before they were asked to raise rates? 

Mr. Dantes. I think the people would always want to know that 
they are receiving proper service for what they pay. I am not 
familiar with the Boston situation. 

Mrs. Sv. Georce. It has had quite good headlines. 
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Mr. Daniets. We do not pay much attention in North Carolina, 
to Boston, except when they bar books. 

Mr. Morrison. Mr. Armstrong, did you have a question? 

Mr. ArmstrroncG. Mr. Chairman, | subscribe to the words of the 
distinguished ranking member, Mr. Rees, in regard to the Daniels 
family. I remember with great pleasure an interview with Josephus 
Daniels in his office of the Observer some years ago. 

I was interested in your comments on the cost-ascertainment plan, 
Mr. Daniels. What would you say is the principal defect or mac- 
curacy of the plan, in your opinion? Would you enlarge on that a 
little? 

Mr. Danrets. I am not a cost accountant, but it does not seem to 
me that a quarterly study, which goes into, as | understand it, weight, 
count, and time involved, is in this day an adequate way to arrive at 
rates of cost. I do not know enough about the Post Office Depart- 
ment to suggest how it should be done, sir, but I am confident that, 
with the cost accounting systems in existence all over the country. that 
a very fine way could be worked out to learn the exact cost of handling 
the mails. 

The present system of cost ascertainment has been in existence some 
30 years with very little change in it. 

Mr. Armstronca. Do you think, then, it ascribes too great a cost to 
the handling of second-class mail? 

Mr. Danirts. Yes, sir. 

Mr. ArmstronG. All the categories, or lumping it all together? 

Mr. Dantes. I am not familiar with second-class mail except as it 
pertains to daily newspapers, sir. I would not know about that, sir. 

Mr. Armstrrone. Thank vou. 

Mr. Morrison. Mr. Gross. 

Mr. Gross. Mr. Daniels, the Postmaster General is aware of the 
situation at Method, N. C., is he not? 

Mr. Dantets. If you all get my man down there fired, | am oing 
to feel awful bad. 

Mr. Gross. The point I want to make is this: Out in lowa, for in- 
stance, we have extensions of rural routes granted, necessary exten- 
sions granted, but we cannot get the service extended beacuse of lack 
of funds. There is not very much sense to that sort of business, 
where you keep unnecessary post offices operating and you cannot 
extend rural routes because of lack of funds. 

Mr. Dantes. I agree with vou, sir. I think the Post Office De- 
partment does a grand job. 

Mr. Gross. Fifteen or twenty farmers petitioned for a route and 
it was granted, yet routes cannot be started because the pressure on 
that side seems to exceed the pressure down here that the farmers 
can exert. 

Mr. Morrison. Mr. Lesinski. 

Mr. Lesinskri. I want to refer to your statement, Mr. Daniels, of 
doing work that the Post Office Department should be doing. | 
think we have a little discrepancy there. The point is that you are 
a public-spirited citizen and you help the Post Office Department. | 
do not think it is general amongst the publishers. 

One of the biggest troubles with the post office today is the clutter- 
ing up of the post office buildings with second-class literature. They 
have a hard time getting it out. In your particular case, it is dif- 
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ferent. I found that true in my district. The post office is full of 
bags that have to be sorted and sent out. 

Mr. Dantexs. If that is the case, it is for the local postmaster to 
take care of, under the regulations. 

Mr. Lestnski. No; it is not, because you are doing something of 
your own accord. 

Mr. Dantes. I think you will find under the regulations that the 
local postmaster can require that second-class mail be properly 
handled and sacked and ready to go out. 

Mr. Lestnskr. Let us consider a small town, then, where it has to 
be distributed to the boxes in the post office. The carrier picks it up. 

Mr. Dantes. No, sir; not in your publications. The carrier does 
not pick it up unless you pay a higher rate. I have forgotten what 
class that takes. 

Anyway, if it is delivered by carrier in the city of publication it 
takes a higher rate. It does not go as second-class mail. 

Mr. Lesinskr. You may be right on that, but the thing is that [ am 
trving to point out that we have found that true. The thing is that 
some of our post offices are cluttered up with just this type of mail. 

Mr. Dantevs. Mr. Lesinski, Mr. Puckette mentioned a fifth cate- 
gory. Maybe the fifth category is the solution. But I do not think 
one type of second-class mail user should be penalized if a small 
group of other users are making the service detrimental to the Post 
Office Department. I think that is up to the Post Office Department, 
through their regulations, to control that matter, so that the user 
enjoying the second-class mailing privileges will see to it that that 
does not occur and that the post offices are not clogged up. 

Mr. Morrison. Are there any further questions? 

Mr. Reams. Mr. Chairman. 

Mr. Morrison. Mr. Reams. 

Mr. Reams. As a citizen, Mr. Daniels, not as a publisher, would 
vu favor the users paving the entire cost of the postal operation? 
Mr. Dantes. No, sir. 

Mr. Reams. Would vou feel that, whether you call it a subsidy 
or whatever you call it, there should be a certain portion of the mail 
service set aside for the general taxpayer to pay? 

Mr. Danteus. Yes, sir. 

Mr. Reams. And after that is deducted and some fair basis is 
arrived at, then the remaining cost be apportioned among the users 
of the mail on a fair basis? 

Mr. Dantexs. Yes, sir. I think you have subsidies to airlines, the 
railroads, the steamships, and whatever else. 

Mr. Reams. Congressmen, for franked mail. 

Mr. Dantets. I do not see why the Government should not pay 
for the mail in that case, anyway, to keep the record straight. 

I think the Government should take into consideration the airplanes 
and steamships and railroads and franked mail and these 96 percent 
of the post offices in arriving at what should be the cost to the taxpayer 
of the postal service. 

Aftera fair and realistic valuation is placed on that service, then 
the users of the postal service should have their rates increased, but 
not until then. 

Mr. Reams. The balance, then, should be paid by the users of the 
mail, so that this unfortunate expression of “deficit”? will not exist: 
is that it? 
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Mr. Dantets. That is all right, sir, if you use a realistic value on 
the services that the post office is rendering to all the people. 

Mr. Reams. Of course, that presupposes that that would be done 
in this plan. 

Mr. Danrets. Not if the ICC raises the cost to the railroads, that 
should not be charged against the users of the mail. If you are going 
to raise the subsidy to the railroads or the airlines, that should not be 
charged to the users of the mail. 

Mr. Morrison. Mr. Hagen. 

Mr. Hacen. You mentioned franked mail, Mr. Daniels. You are 
aware of the so-called penalty mail of the various Government depart- 
ments, are you not? 

Mr. Dantes. Yes, sir. 

Mr. Hacen. You realize, do you not, that the franked mail of the 
Members of Congress amounts to only about $1,600,000 a year, 
considerably less than $2,000,000, whereas the penalty mail of the 
Government agencies has run up to around $80,000,000 or $90,000,000 
a year? 

Mr. Danievs. I do not think franked mail makes any difference. 
It is taken out of one pocket and put into another. 

Mr. Morrison. Are there any further questions? 

Thank vou, Mr. Daniels, for your contribution. 

We will now hear from Mr. C. C. Lane, assistant business manager 
of the New York Times, of New York City. 


STATEMENT OF C, C. LANE, ASSISTANT BUSINESS MANAGER, 
THE NEW YORK TIMES, NEW YORK CITY 


Mr. Lane. Mr. Chairman, I have prepared a written statement, but 
in order to save time, I am going to try to summarize it. 

Mr. Morrison. Your entire statement will appear in the record, 
without objection, Mr. Lane. 

(The statement referred to is as follows:) 


STATEMENT TO THE House ComMMITTEE ON Post Orrick AND CIVIL SERVICE 


The New York Times has requested an opportunity to appear before this 
committee to stress the importance of a scientific examination of postal rates 
before any major revisions are made in second-class charges which would have 
a very serious impact, not only on the publishing business of the country but 
also on the reading public. We challenge the validity of the cost-ascertainment 
report and urge that scientific study of the situation be made before action that 
mav have far-reaching consequences is taken, 

I would like to emphasize: 

(1) That the Times is not requesting a ‘‘subsidy’’ in the form of low second- 
class postage rates. As was pointed out by a representative of the Times 
last vear, if the Times believed the present rates constituted a subsidy we 
would request that such a favor be eliminated. So far as the Times is 
concerned, second-class mail is neither the most expeditious nor the least 
expensive method of delivering the newspaper to its readers. Because of 
curtailments in service on increasing number of subscribers, who used to 
receive their copies by mail, now walk or drive to a newsstand because by so 
doing they can obtain their newspaper earlier, and if a further increase in 
subscription rates becomes necessary a larger number of persons will pre- 
sumably take such action or not buy the Times at all if no such alternative 
is available. We regard the second-class rates as a provision by the Govern- 
ment of a service to the reader, not as a subsidy to the Times. 

(2) The Times is not opposed to an increase in second-class rates if one 
is justified by a scientific study of the factors involved. Because of the 
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time that such a study must consume, we would suggest that in the mean- 
time and if an increase is to be made, it should not exceed a flat 10 pereent 
and should not apply to bulk shipments to newsdealers which do not receive 
even the slight attention given to regular second-class mail. 

(3) We believe that as a matter of policy Congress should determine 
whether the postal rates should be high enough to cover all postal costs or 
whether such an operation as rural free delivery, which provides for the broad 
dissemination of information at low rates, is not a proper governmental service 
to be paid for in part by general taxation rather than by postal fees. 


USE OF SECOND-CLASS MAIL SERVICE BY THE TIMES 


During the vear 1950, the daily average of the Times weekday mail subscrip- 
tions was 34,749. On Sundays it was 69,507, a loss of approximately 5,000 copies 
over the preceding year due in large part to an increase in Sunday subscription 
rates. These figures are less than 7 percent of the Times total weekday and Sunday 
circulation. 

In addition some 3,000 copies daily and 15,000 copies Sunday were shipped in 
bundles to newsdealers at full second-class rates, even though the post office was 
not responsible for delivering these copies to the readers. This so-called outside 
mail is thrown off at railroad stations and picked up by newsdealers. It never 
passes through a post office. Other copies delivered in bulk to the post office and 
picked up by the dealer never pass through the mail delivery service. We sub- 
mit that any inerease in the rate of this outside mail service is entirely without 
justification. The baggage rate for such service is substantially less than the 
present second-class postal rates. The only reason that mail cars are used for this 
distribution is that in many instances railway baggage service is not available at 
the hours needed. 

On copies sent to subscribers, the Times performs many of the operations which 
might appear to the layman to be post-office functions. The Times— 

(a) Routes the copies in accordance with the dispatch scheme issued by 
the Post Office Department. 

(b) Separates them as “‘singles,” ‘“‘clubs,” and “directs.” 

(c) Addresses and wraps them as prescribed by the Post Office Department. 

(d) Places them in sacks which are labeled for specific trains. 

(ce) Weighs the sacks. 

(f) Delivers them to the General Post Office or to the railway post office 
trains. 

In the vear 1950, the New York Times shipped 16,610,438 copies (both to 
subscribers and to newsdealers) weighing 20,424,334 pounds and the second-class 
charges were $626,230.20. The average rate paid by the Times was 3 cents 
compared to a rate of 1.8 cents for all shipments and the average cost per copy to 
the Times was 3.6 cents compared to an average of about half a cent per piece 
for all shipments. Due to the Nation-wide distribution of the New York Times 
and the average rate per copy, the Times is already paying, as these figures 
indicate, substantially more than most publications. 


HISTORICAL JUSTIFICATION FOR LOWER SECOND-CLASS RATES 


“From the beginning of its historv’’, in accordance with a statement made by 
Acting Postmaster General Joseph C. O’ Mahoney in 1933, ‘“‘the country has been 
accustomed to low rates of postage upon newspapers and periodicals. Undoubt- 
edly the object has been to facilitate the regular and expeditious transmission 
and dissemination of news and intelligence as a means of promoting the com- 
mercial interests and the social advancement of the people. While no data with 
respect to the cost of handling the separate classes of mail matter as compared 
with the revenue derived therefrom are available except for the last few years, 
it is undoubtedly true that newspapers and periodicals have at no time paid their 
way in the mails. The act of February 20, 1792, which fixed rates on sealed 
letters varying from 6 to 25 cents, according to distance, for a single folded sheet 
of writing paper, at the same time fixed a rate of 1 cent for each newspaper for 
any distance not more than 100 miles and a rate of 14¢ cents for any distance 
greater than 100 miles.”’ 

The introduction of rural free delivery was recommended by its proponents as 
a means of extending such transmission of news intelligence. Hon. Daniel C. 
Roper, First Assistant Postmaster General, 1913-16, in his book on the United 
States Post Office says: ‘Free delivery of mail in rural districts was earnestly 
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desired by all classes of people in the country and only the expense stood in the 
way. As late as 1893 the Post Office Department opposed the establishment of 
rural delivery on the ground that such extension of the service could by no possible 
way be made self-supporting.” 

“Rural delivery * * * was inaugurated on October 1, 1896 * * * 
From the outset the establishment of the service was eagerly sought by rural 
communities and in Congress the friends of rural development advocated liberal! 
appropriations for bringing United States mail to the doors of the farmers.’’ 

Hon. Clyde Kelly, former member of the Post Office and Post Roads Com- 
mittee and author of pestal legislation, in his book on United States Postal Poliey 
savs: ‘‘Public welfare has always been the determining factor in the making of 
second-class rates, which apply to newspapers and periodical publications. The 
continuous policy of Congress was stated by Postmaster General Key, in his 
report for 1878, when he said: ‘I think it may be taken as settled by Congress 
that regular, legitimate, printed periodicals issued at stated intervals from a 
known office of publication, shall pass through the mails at less than the cost of 
their transportation’.”’ 

“Still more eloquent testimony” he savs ‘‘to the service ideal of the post office 
is found in the rural free delivery. It might be argued that it would be more 
economical to deliver mail in congested cities than to provide storage space for 
mail awaiting the call of patrons, but no such reasoning will apply to smaller 
towns from which most of the rural routes radiate. There never was any other 
motive than the publie welfare behind the establishment of the rural free delivery 
service. 


IMPORTANCE OF THE NEWSPAPER IN THE DISSEMINATION OF NEWS 


That the Times contributes materially to the dissemination of objective infor 
mation and is at the same time an important unifving influence throughout the 
nation as well as a distributor of news is indicated by a glance at its circulation 
schedules. In 1950, 11,904 communities in the United States were reached by 
The Times and these communities were located in 2,636 counties and in every 
State of the Union. A total of 7,913 copies goes to libraries and the list of legis- 
lators, lawyers, teachers, clergymen, educators and other molders of public 
opinion constitutes a veritable cultural Who’s Who. 

How widely this newspaper is being used by educators and libraries throughout 
the Nation is indicated by the following more or less random choice of cities, 

For instance, to the city of Evanston, LIl., in the shadow of Chicago, we now 
mail around 200 subscription copies of the Sunday Times every week. Forty- 
five of these—nearly 25 percent—are used in the colleges, public schools, and 
libraries. 

In Lexington, Ky., there are 138 Sunday Times subscriptions going to various 
organizations and individuals. Twenty-six of these subscriptions are in the 
names of educational institutions or members of their teaching staffs. Of course 
the public library is on the list too. 

Down in Austin, Tex., the postman delivers 183 copies of the Sunday Times 
every week. Twenty-four of these are used in the colleges and public school 
system, three in the public libraries. 

Take two of our large industrial cities—Cleveland and Pittsburgh—where the 
Sunday Times is available on the newstands on the morning of publication. In 
these two cities close to 1,000 institutions and persons get the Sunday Times by 
mail. The colleges and publie schools account for 78 of these subscriptions. 
Thirty-four go to the public libraries; 22 go to clergymen. 

Looking westward, we find that the State of Utah absorbs 270 of our Sunday 
Times subscriptions. Forty-eight of these subscriptions, or 18 percent of the 
total, go to educators and librarians. 

And so it goes. In thousands of cities and towns throughout the Nation, the 
New York Times subseription is regarded as a downright necessity by educators 
and clergymen who are doing a job in their communities. Thousands of libraries 
all over the country maintain a file of the New York Times as a service to fact- 
seeking citizens. 

THE EFFECT OF THE PROPOSED INCREASES 


The total second-class postal bill paid by the New York Times in the vear 
1950 was $626,230.20 and the present proposal would add more than $300,000 
the first vear, assuming the use of this service were to remain the same. But it 
becomes obvious on reflection that the volume of mail sent at such higher rates 
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would be materially reduced. The cost of newsprint and labor has increased 
more rapidly on the Times, as on other newspapers, than has the income from 
advertising and circulation. As a result net income has been decreasing and the 
Times would have no alternative but to devise other means of distribution or 
to pass on to those subscribers, who cannot use other means of delivery, any 
increase in second class rates. : 

The proposed increases would raise the subscription price from $23.50 a year 
to approximately $35 which would, for many persons, be prohibitive. Faced 
with a necessity of making such a staggering increase a number of publishers are 
giving serious consideration to the development of some alternative method of 
getting newspapers into the hands of readers at distant points. The result of the 
development of such plans might well be that the total revenue from second class 
postage might be less under the new rates than under the old with no material 
reduction in costs. 

In the past the use of second class facilities has declined as the rates have been 
increased. Former Acting Postmaster General Joseph C. O’ Mahoney, in a letter 
to Hon. Lewis W. Douglas, Director of the Budget, written on December 8, 1933, 
said: “It is the opinion of the Department that the present rates of postageon 
publishers’ second class matter are as high as the traffic will bear; that no addi- 
tional revenue would be produced by an increase in second class rates; that on 
the contrary any increase in second class rates would operate simply to drive 
second class matter out of the mails and in the last analysis would reduce rather 
than increase the postage revenues.” 

“The chief reason for this is, of course, found in the fact that publishers will 
only make use of the mails so long as no cheaper or more satisfactory means of 
distribution is available. When it comes to the handling and distribution of 
newspapers and other periodical publications, the Government exercises no 
monopoly as it does in the case of sealed letters. It only provides a service which 
publishers can avail themselves of if it is in their interest to do so. If postage 
rates are too high, they can distribute their publications by freight or express or 
by private messenger, or through news agencies, or by combination of several 
or all of these methods. This is particularly so in the case of metropolitan news- 
papers and periodicals of large circulation, and publications of these classes are 
depending less and less upon the mails as a medium of distribution. Even when 
publications are compelled by force of circumstances to remain in the mails, 
higher postage rates mean higher rates to advertisers and subscribers, and these, 
in turn, mean reduced bulk and reduced circulation and in the end reduced mail 
volume. There is no class of post office business to which the law of diminishing 
returns applies with greater force than second class mailings; and the Department 
considers it to be bevond question that further advances in the rate of postage 
applicable to this class of mail matter will diminish rather than increase its 
revenue.” 

Since a large part of the cost of rural free delivery and other services, which 
are said to be largely responsible for the cost of handling second-class mail, would 
be present even though no second-class mai] matter were handled, a considerable 
increase in rates might well result in greater instead of lessened cost. Historically 
as rates have gone up the volume of second-class mail has decreased. 

Although the circulation of the weekday Times has increased by approximately 
50 percent since 1924, and the Sunday Times more than 100 percent, the use of 
second-class facilities has shown an increase of only 12 percent because of the 
great use of substitute methods of delivery. Any increase in second-class costs 
wouid increase this trend. 

When the Times found it necessarv, because of rising costs, to increase its news- 
stand and subscription prices in June 1949 and in November 1950, there was a 
marked drop in the number of subseriptions and it should be borne in mind that 
curtailment in distribution will inevitably have serious effects on business every- 
where and on the Post Office Department’s own business since the mail response 
to advertising will be to that extent reduced. 

In the same way the economy reductions in post-office service have had an 
an unfortunate effect on business. A considerable number of subscribers to 
the New York Times have requested that their subscriptions be cancelled or have 
failed to renew them on expiration, explaining that with later delivery of the paper 
due to reduced schedules, they found it more convenient to acquire it in some 
other way or not acquire it at all. 
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NEED FOR FURTHER STUDY 


The possible results of an ill-considered increase in rates are so serious and the 
basis for such an increase is so unclear that the study and the accurate cost account- 
ing recommended by the Citizens’ Committee for the Hoover report should be 
undertaken before any final decision is made. There seems to be too great 
uncertainty, even uncertainty in high places, as to what is involved. In the 
President’s message to Congress concerning the postal-rate rise, mention is made 
of the fact that second-class postal rates ‘‘are close to the average level of 1879.” 
Your committee may be interested to know that the cost of sending the issue of 
the Sunday Times for March 4, 1951, to San Francisco at present rates is 14.06 
cents. The cost of sending a newspaper of similar size at the rates prevailing in 
1879 would have been 5.48 cents, that is a very material increase. 

In a previous statement to the Senate Committee on Post Office and Civil 
Service presented by the New York Times it was pointed out that all of the copies 
of the Times which go by mail are sorted by the Times and delivered to the 
trains direct from the Times building in. New York, without passing through the 
post office, which incurs only the cost of a weighing clerk who checks the ship- 
ments in our building. Furthermore, over 10 percent of the weekday total and 
20 percent of the Sunday total goes to newsdealers in bundles, and involves no 
delivery by the post office. Approximately 25 percent of the copies sent to 
RFD routes are individually wrapped. 

Also, in cost allocation, the Post Office Department assigns to second class a 
share of the cost of individual post office operations, and of rural free delivery, and 
of other overhead costs which would be incurred by the Department whether 
any second-class mail were carried or not. We question whether, under the cir- 
cumstances, this is proper accounting. Since second-class mail is in a special 
category of public service, as a means of spreading knowledge and information, 
we would suggest that the proper accounting basis would be to allocate to it 
only the actual out-of-pocket costs which result from this activity. 

Whether or not it is the proper basis for rate-making, this committee should 
have before it the Post Office Department’s best estimate of actual out-of-pocket 
costs for handling second-class mail, since, if higher rates fail to increase revenuc 
because they substantially reduce the volume of second-class mail, a proportion 
of the actual costs will be the only saving to the Department. The cost of 


rural free delivery and many other overhead costs allocated to second class will 
continue even if all second-class mail is eliminated. 

Because of the realization of the time that a careful study would consume and 
the immediate need of some improvement in revenue, it is suggested that pending 
such an investigation a flat over-all increase of 10 percent be made except for 
so-called ‘‘outside mail,’ bundles which are thrown out at railroad stations and 
never pass through a post office. For these copies no increase at all seems justified, 


TO SUMMARIZE RECOMMENDATIONS PREVIOUSLY SUBMITTED 


1. We believe it would be unwise to adopt any such increased postal rates as 
those proposed by the Postmaster General. 

2. We respectfully suggest that before this committee reaches any decision on 
the advisability of increasing second-class rates it should know 

(a) The actual out-of-pocket cost of handling second class mail. 

(b) It should determine whether, as a matter of Government policy. second 
class service should be provided at or below actual out-of-pocket cost to en- 
courage the distribution of information. 

(c) It should consider the part that low second-class rates have played in 
building up the newspaper industry and in promoting commerce particularly 
in rural regions. 

3. Regardless of the decisions based on the policy questions involved, we re- 
spectfully urge that consideration be given to a flat rate for all deliveries beyond 
150 miles so as not to penalize those publications located on the fringe of the 
continental area. 

Mr. Lane. The New York Times has requested this opportunity 
and is here appearing before your committee. 

We challenge the validity of the cost ascertainment report and urge 
that a scientific study of postal costs be made before a heavy increase 
in rates is established. 
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I would like to emphasize the fact that the Times is not asking for 
any subsidy, it does not want a subsidy, does not feel that newspapers 
or other publications should have a subsidy, but it does not regard 
the second-class rate as a subsidy to the newspaper; if anything, it is 
a subsidy to the reader. 

As a matter of fact, because of the curtailment in service, we are 
using relatively less second-class mail facilities now than we used to use. 

The Times is not opposed to an increase in second-class rates if one 
is justified by a scientific study of the factors involved, but we do not 
feel the cost-ascertainment report is that study; and we would respect- 
fully suggest that a flat increase of 10 percent go into effect at once 
while a real study is being made. 

But we would like to exempt from that 10-percent a curious feature 
of the second-class business, the so-called outmail. You have heard 
Mr. Daniels describe all the functions which the layman regards as 
functions of the post office, which the publisher has to do. There is 
another class of mail, the so-called outside mail, where the Post Office 
Department does practically nothing. The bundles are delivered to 
the trains and they are kicked off at the stations, and the newsdealers 
pick them up. They are bundles that would be sent as baggage were 
it not for the fact that there are no baggage cars available at the times 
that these shipments must be made. 

So we have to send it through this service, pay regular second-class 
rates for it, and get no more attention than having the bundle pushed 
off at the final destination. 

One other point we would like to raise is the question as to whether 
or not your committee and the Congress should consider, as a matter 
of policy, whether postal rates should be, in order to provide for the 
dissemination of information, somewhat less than the actual cost of 
the service. 

May I say for the Times that during the vear 1950 the daily average 
use of second-class facilities by the New York Times was 35,000 copies 
daily and 65,000 copies Sunday; also some 3,000 copies daily went in 
this so-called outside mail classification and 15,000 copies Sunday. 

As Mr. Daniels has told you, we wrote the copies in accordance 
with the dispatch scheme issued by the Post Office Department. We 
separate them as singles, clubs, or directs. We address them, wrap 
them, as described by the Post Office Department. We place them in 
sacks, which are labeled for specific trains. We weigh the sacks. 
The checking is done by an employee of the Post Office Department. 
We haul the sacks to the general post office or to the railway-post-office 
train. 

For that, in the year 1950, the Times shipped some 16,000,000 
copies, weighing 20,000,000 pounds, and paid $626,000 in postage 
rates. The average rate paid by the Times was 3 cents, compared 
with a rate of 1.8 cents for all shipments. 

The historical justification for lower second-class rates is something 
I would like to touch on for a moment. 

There have been a number of authorities, many of them connected 
with the Post Office Department, that have emphasized that point. 
Acting Postmaster General Joseph C. O’Mahoney, in 1933 said: 

Undoubtedly the object has been to facilitate the regular and expeditious 
transmission and dissemination of news and intelligence as a means of promoting 
the commercial interests and the social advancement of the people. 
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Hon. Daniel C. Roper, First Assistant Postmaster General, from 
1913-to 1916, in his book on the United States Post Office, says: 

Free delivery of mail in rural districts was earnestly desired by all classes of 
people in the country and only the expense stood in the way. As late as 1893 the 
Post Office Department posed the establishment of rural delivery on the ground 
that such extension of the service could by no possible way be made self-supporting. 

The Honorable Clyde Kelly, a former member of the Post Office and 
Post Roads Committee, and author of books on postal legislation, said: 

Public welfare has always been the determining factor in the making of second- 
class rates, which apply to newspapers and periodical publications. The contin- 
uous policy of Congress was stated by Postmaster General Key, in his report for 
1878, when he said: 

“T think it may be taken as settled by Congress that regular, legitimate, printed 
periodicals issued at stated intervals from a known office of publication, shall pass 
through the mails at less than the cost of their transportation.” 

Turning once more to the New York Times—and I am using the 
Times merely because I know something about it, and similar cases 
could be made for some other newspapers—we feel that the Times 
contributes materially to the dissemination of objective information 
and is, at the same time, an important unifving influence throughout 
the Nation, as well as the distributor of news. 

In 1950, more than 11,000 communities were reached by copies of 
the New York Times, and these communities were located in 2,636 
counties and in every State of the Union. A total of 7,913 copies go 
to libraries, and the list of legislators, lawvers, teachers, clergymen, 
educators, and other molders of public opinion, constitutes a veritable 
cultural Who’s Who. 

To show how widely the paper is distributed, I] have chosen at 
random certain cities. For instance, in Evansotn, Ill, in the shadow 
of Chicago, we now mail about 200 subscription copies of the Sunday 
Times every week. Forty-jive of these are used in colleges and 
libraries. 

In Lexington, Ky., there are 138 Sunday Times subscriptions. 
Most of these go to libraries and educational institutions. 

Down in Austin, Tex., the postman delivers 183 copies of the Sunday 
Times every week. Twenty-four of these are used in colleges and 
the public-school system. 

In two of our large industrial cities, Cleveland and Pittsburgh, 
where the Sunday Times is available on the newsstands on the morn- 
ing of publication, in these two cities close to a thousand institutions 
and persons get the Sunday Times by mail. Colleges and public 
schools account for 78 of these, and 34 go to public libraries and 
clergymen. 

Looking westward, we find that the State of Utah absorbs 270 of 
our Sunday Times subscriptions. Forty of these or 18 percent go to 
educators and librarians. 

So it goes. In the thousands of cities and towns throughout the 
Nation, the New York Times subscription is regarded as a downright 
necessity for educators and clergymen. Thousands of libraries all 
over the country maintain a file of the Times as a service to the 
fact-seeking citizen. 

As I indicated before, the total second-class postage bill paid by 
the Times in the year 1950 was $626,000. The present proposal would 
add more than $300,000 to that bill the first vear. 
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It becomes obvious that the volume of mail sent at such higher 
rates would be materially reduced. 

The cost of newsprint and labor have increased more rapidly on the 
Times, as on other newspapers, than has the revenue. The news- 
papers are not in a position to absorb this huge increase. It would be 
necessary, therefore, for us to pass it on to our subscribers in the form 
of an increased subscription price. 

The proposed increase in rate would raise the subscription price 
from $23.50 a year to approximately $35, which would, for many 
persons, be prohibitive. 

Faced with the necessity of making such a staggering increase, a 
number of publishers are giving serious consideration to the develop- 
ment of some alternative method of getting newspapers into the hands 
of readers at distant points. The result of the development of such 
plans might well be that the total revenue from second-class postage 
might be less, under the new rates, than under the old, and with no 
material reduction in costs. 

In the past, the use of second-class facilities has declined as the rates 
have been increased. Former Acting Postmaster General Joseph C. 
O'Mahoney, in letter to the Honorable Lewis W. Douglas, Director of 
the Budget, in 1933, said: 

It is the opinion of the Department that the present rates of postage on pub- 
lishers’ second-class matter are as high as the traffic will bear; that no additional 
revenue would be produced by an increase in second-class rates; that on the 
contrary any increase in second-class rates would operate simply to drive second- 
class matter out of the mails and in the last analysis would reduce rather than 
increase the postage revenues. 

The chief reason for this, of course, is found in the fact that publishers would 
only make use of the mails so long as no cheaper or more satisfactory means of 
distribution is available. 

Although the circulation of the weekday Times has increased by 
approximately 50 percent since 1924 and the Sunday Times by more 
than 100 percent, the use of second-class mail facilities has shown an 
increase of only 12 percent, because of the great use of substitute 
methods of delivery. 

Any increase in second-class costs would increase this trend. But 
when the Times found it necessary, because of rising costs, to increase 
its newsstand and subscription prices in June 1949, and in November 
1950, there was a marked drop in the number of subscriptions. — It 
should be borne in mind that curtailment in distribution will inevitably 
have serious effects on business everywhere and on the Post Office 
Department’s own business. 

It seems to us, therefore, that there should be a further study, and 
we would suggest, as I have indicated before, that an increase of 10 
percent might be applied at once. Any such increase as is proposed 
by the Postmaster General would be unwise, and we suggest that 
before this is done, before the committee reaches any decision, the 
actual out-of-pocket costs of handling second-class mail should be 
figured and it should be determined whether, as a matter of Govern- 
ment policy, second-class service should be provided at or below the 
actual out-of-pocket cost in order to encourage the distribution of 
information. 

It should consider also the part that low second-class rates have 
played in building up the newspaper industry and in promoting 
commerce, partic ularly in rural regions. 
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Speaking about the extension of the rural delivery, the question 
naturally arises as to whether that is not a proper matter of govern- 
mental policy, whether the advantage to the country as a whole of a 
further extension of such facilities should not be paid for by over-all 
taxation rather than loaded on the users of the second-class mail. 

Regardless of the decisions based on the policy questions involved, 
we respectfully urge that consideration be given to a flat rate for all 
deliveries beyond 150 miles. 

The present rate penalizes those of us who are located on the edges 
of the continental area. Some of the publications which are in the 
center of the country may not feel so strongly about it. 

Mr. Morrison. Some mention was made, | believe, by Mr. Puckette, 
Mr. Lane, about what television might do, or what it has done to the 
newspaper business. Since you are from New York, where there has 
been a great deal of television development, let me ask: 

Have vou had any study made of that, or have you compiled and 
figures on that, as to how television affects your paper or other papers 
there? 

Mr. Lane. I am sorry to say I cannot give you anything very 
accurate. It is certainly a threat. But it is a threat that the evening 
newspapers feel more than the morning newspapers, I think. 

Mr. Gross. Mr. Chairman. 

Mr. Morrison. Mr. Gross. 

Mr. Gross. Mr. Lane, 1 want it understood I am not predicating 
an extension of rural routes upon a postal-rate increase any more than 
I am predicating an extension of city delivery upon a postal-rate 
increase. I do not go along with the rate increase proposed in this 
bill at all. 

I just wanted to make that clear. 

Mr. Lane. I am glad to get that. 

Mr. Morrison. Mr. Anfuso. 

Mr. Anruso. Mr. Lane, if this present investigation that is going 
on in New York is a criterion, I just want to point out that the circu- 
lation of the newspapers increased in spite of the fact that everybody 
that has television in New York City has taken time off to look at it. 
Yet, they have taken a newspaper to read up on all the investigation. 

Mr. Lane. Tam sorry to say that the latest circulation figures indi- 
cate that most New York newspapers have shown losses in circulation. 
They are not very large and not directly attributable, perhaps, to 
television, but the circulation picture at the present time is not as 
good as it Was a vear ago, and 2 years ago. 

Mr. Anruso. Have you seen any marked decrease in the last week? 
That is what I mean. 

Mr. Lane. I could not tell you about that because our figures are 
not as readily available as that. I do not know what has happened 
in the last week. 

Mr. Anruso. As it stands, the fact is that you sold more news- 
papers in the last week. 

Mr. Lane. It could be. 

Mr. Anruso. Mr. Lane, could you take the time and look up and 
tell me when was the last increase in second-class-mail rates? 

Mr. Lane. The last increase, I think, was in 1932. Then there 
was a slight reduction shortly afterward, because it was found that 
that was too great an increase. 
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I skipped over some of the things that I had written in my state- 
ment, because I did not want to take too much time, but I think 
even in high places there is a certain amount of unfamiliarity with 
what the rate situation is. I read a statement by the President, in 
which it was stated that the rates were substantially the same as 
those in 1878 or 1879; but, just out of curiosity, | had our accounting 
department take the previous Sunday issue of the Times and find 
out what it cost to sent it to the San Francisco area. I was told it 
cost 14.07 cents to send that paper to San Francisco, but that at the 
rates prevailing in 1879 it would have cost 5's cents. 

That is a pretty material increase. You cannot say that the rates 
are on approximately the same plane as in 1879, because in that case 
it is almost three times as great. 

I will admit it is an extreme case. I took the farthest possible 
point in order to make that point. 

Mr. ANruso. You do say the last increase was in 1932. 

Mr. Lane. As I understand. 

Mr. Anruso. Then after that you had a decrease. 

Mr. Lane. A slight decrease. 

Mr. Anruso. Of course, you have to admit that during that time 
the cost of printing and paper and all that has increased 50 percent 
or more, 

Mr. Lane. I would say it is nearer 100 percent. Paper has gone 
up over 100 percent. 

Mr. Anruso. Your circulation has materially increased; has it not? 

Mr. Lane. It has, indeed. 

Mr. Anruso. Do you think you could stand a 30-percent increase 
over a period of 3 years; say, 10, 20, and 30? 

Mr. Lane. Of course, that would be much preferable to this 
tremendous increase that we are talking about here. 

As to whether we can stand it, I assure vou the Times is not going 
out of business because of this. It would have some effect on the 
amount of our subscriptions. I know we could not accept such an 
increase without making some change in our subscription. prices. 
That would inevitably eliminate some people. We do not want to do 
that; but, after all, it costs us now a very great deal of money on these 
subscriptions, and we cannot assume a larger cost. 

Mr. Morrison. Mr. Lane, there has been some discussion here 
about the way the cost-ascertainment figures were arrived at. I 
believe it was back in 1944 that the Congress appointed Mr. Heiss, 
who at that time was comptroller of American Telephone & Tele- 
graph Co., and asked him to recommend a system. In fact, they 
appropriated $100,000 for that purpose. His recommendations were 
adopted. 

Now, evidently, from what the witnesses have said today, that does 
not seem to be the proper basis, or there is some objection to the 
recommendations that he made in arriving at these costs. 

Just for the benefit of the committee, who do you believe is quali- 
fied to make such a study, or whom would you suggest to make the 
necessary recommendations to make the cost ascertainment correct? 

Mr. Lane. I would hesitate to make a recommendation. There 
are a number of fine firms in the cost-accounting field that would be 
eminently qualified for such a job. I would not want to single out 
and say they are the one. 
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But we feel two things should be considered there. One is that we 
do not feel the cost-ascertainment report reflects the actual cost of 
doing business, and, secondly, we would urge you to consider very 
seriously whether, along the lines of the greatest good for the greatest 
number, the widest dissemination of information and the unifying 
influence of such dissemination of information throughout the coun- 
try, Whether it might not be worth while for the Government, as a 
function of the second-class publications, to consider it as out-of- 
pocket costs, whatever you might consider to be the minimum cost, 
rather than assign to each a portion of the costs of the post-office 
buildings and other things that would be there anyway. 

Mr. Morrison. Are there any further questions? 

Mr. Reams. 

Mr. Reams. I would like to ask Mr. Lane: 

I am not sure that I caught the figure. What percentage of the 
New York Times did you say goes through the mails? Could you 
give us that figure? 

Mr. Lane. It is a small figure. It is about 7 percent. 

Mr. Reams. And the rest of it is delivered by other methods, by 
other means; is that right? j 

Mr. Lane. By trucks, by baggage. We sent a lot by baggage 
rates because they are so much lower than second-class rates. 

We use baggage wherever we can. We use trucks in many places. 
We use airplanes. We are also now studying some other substitute 
methods of delivery because of this threatened increase that is hang- 
ing over us. 

Mr. Reams. Do you have any other point of entry for the Times, 
in any other city except New York? 

Mr. Lanr. We have been experimenting in Chicago and have been 
sending papers out to Chicago by air and entering them there. I 
believe Chicago is the only place where we have another point of entry. 

Mr. Reams. So that, actually, vour paper might go from New York 
to San Francisco by mail. You referred to a cost of 14 cents. 

Mr. Lane. That was by second-class mail all the way, with a point 
of entry in New York City. 

Mr. Reams. Is that the method that you use? 

Mr. Lane. Yes, sir; it is. Unless we used air, it would be difficult 
to get to San Francisco in time to make it worth while to make that 
a point of entry. 

Mr. Reams. | think the committee appreciates your constructive 
suggestions, but I believe the feeling of this committee is that we 
would like for you to feel as though in the operation of that business 
you have two corporations, one the New York Times, and the other 
the United States Post Office, because that is a fact. 

I do not think anyone interested in the post office would feel 
aggrieved if it was more profitable to use another method of delivery, 
that vou withdraw it from the post office, because vou should certainly 
use the way that would be most effective. 

I suppose most of this change-over to private delivery has been 
due to economie factors and as a result of development of transporta- 
tion, rather than advancement of rates up to this point; has it not? 

Mr. Lane. I would not say that. I do not want you to think we 
are doing it out of spite to the Post Office Department; but we find, 
as the rates have gone up—and the rates are going up to distant 
points, very high—-we can make cheaper deliveries by the use of 
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baggage, and in some areas we can make cheaper deliveries by the 
use of trucks. 

Mr. Reams. But you say the rate has not increased since 1932. 

Mr. Lane. That is right. 

Mr. Reams. And most of these changes have occurred since that 
time. It is a natural development; is it not? 

Mr. Lane. Yes. 

Mr. Reams. It is due to such things as fewer trains and, for in- 
stance, the post office is now using trucks to replace mail cars and 
mail deliveries. 

Mr. Lane. I am really not pleading for the New York Times; | 
am pleading for these papers out in Utah and Texas, or down some- 
where else, and for the general good of the country. We could quite 
easily raise the price on a man, and if he did not want to pay it we 
could cut him off. It would make no difference to our advertising 
revenue because we only have such a small percentage in that area 
But we think, as a matter of common good, it is unfortunate that we 
are obliged to do that. 

Mr. Reams. I think that was a fine statement that this subsidy is 
not a subsidy to the Times so much as it is to the reader. 

But vou have raised the rates on the Times considerably. I think 
that a few years ago in Toledo I paid 15 cents for the Sunday Times, 
and I now pay 25 cents. 

Mr. Lane. That is correct, sir. 

But I would remind you our newsprint bill has gone up more than 
100 percent in the last 10 years, and our labor costs have gone up 
about as much. We have had an enormous increase, a much greater 
increase in expense, as I said, than we had an increase in revenue. 

Mr. Reams. You had a much greater increase in everything else 
than you have had in postage rates. 

Mr. Lane. That is true. 

I am not saying there should not be an increase; I am saying it 
should be a modest one. And when you decide it, think of the fellow 
at a distance rather than the New York Times, because he is the one 
most likely to suffer. 

Mr. Morrison. Are there any further questions? 

On behalf of the committee, I want to thank Mr. Lane and the other 
witnesses who appeared this morning. 

The committee is very appreciative of your appearing before us, 
and I want to compliment you on your testimony. 

Mr. Danieis. We have Mr. J. L. Horne, from Rocky Mount, N.C., 
who operates an afternoon paper of 12,000 there. 

I wonder if any of the committee care to ask questions of a publisher 
who operates a paper of that size. 

Mr. Morrison. All right, Mr. Horne. 


STATEMENT OF JOSH L. HORNE, PUBLISHER, ROCKY MOUNT 
TELEGRAM, ROCKY MOUNT, N. C. 


Mr. Horne. I do not want to testify at ail unless I can be con- 
structive to the committee, Mr. Morrison. 

| felt that, as a member of this committee, you probably would 
know I wanted to record the interest of a small publisher in what has 
been said and present myself for any questions that you or any mem- 
ber of the committee might want to direct to us. 
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We would like to throw all the light we can on this. 

I am in that small group that was referred to as a small daily. We 
are a paper of 12,000. We are vitally interested in what is being 
proposed. 

We appreciate the fact that there should be an increase, and we 
feel that we are ready to take it. 

I am one of those that also subscribes to the idea that in talking 
about a subsidy, it is the free in county where it can apply. That 
is the only place that I know that it can be directly applied and pin- 
pointed. A small daily does not want that anyhow, I believe. It 
represents a very small percentage with us. 

In my case, with a circulation of 12,000, if we paid it it would 
amount to less than $50 a year. 

We really have found it necessary and the demands of the public 
are such on the small daily, and especially the afternoon dailies, that 
we have to route our papers in to them by private motor vehicles. 

Being an afternoon paper, we cannot rely on the R. F. D. delivery 
the next morning. The people just will not take it with that sort of 
arrangement. 

Mr. Gross. Mr. Chairman. 

Mr. Morrison. Mr. Gross. 

Mr. Gross. Mr. Horne, do you say you are in favor of some 
increase? 

Mr. Horne. We think some increase could be made; ves, sir. But 
we also would like very much indeed to have a careful study of what 
is second-class mail. 

I think Mr. Puckette touched on that point there. He referred to 
second-class mail down our way. 

I know, in the instance of my postmaster, for instance, he will get 
a single page sheet that is issued quarterly by some church or some 
organization, or some educational institution, and it will probably 
come 50, 75, or 100 of those things that have to be put up into boxes, 
and the fellow, when he mails them at the pound rate, comes over there 
and probably pays 3 or 4 cents and probably gets 25 or 30 of them put 
in the boxes. 

We think there is an extreme demand by the very small publica- 
tions, as there probably may be a privilege enjoyed by some of the 
unusually large and heavy publications. 

1 refer particularly to the magazines that are probably delivered 
very cheaply at that sort of rate. 

But in our publications, the tendency has been that the public 
wants them very promptly and we have to run routes and we have 
just gradually got to a diminishing return where there are not many 
of our papers going through the mail. 

Mr. Gross. Mr. Horne, what would you think would be a reason- 
able increase, would you care to say? 

Mr. Horne. I should say I do not think a hundred percent. I do 
not think we are able to absorb a hundred percent. I think that 
would be a terrible blow to us. 

I think that the small publications, if you could probably give us 
10 percent now, and then go into a study of this thing and probably 
10 percent later on over a 3-year period, probably 30 percent, L think 
we could absorb that with our readers and our subscribers, and | 
think we would not hurt the circulation of newspapers generally in 
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the country. I think that a hundred percent would be a terrible 
blow to them, and I think there would be a lot of us that you would 
find would not pay the bill. 

As you gentlemen know, we are required to get that money in 
advance on the line when we start the paper. 

Mr. Morrison. Has the circulation of your paper increased or 
decreased over the period of the last 2 years? 

Mr. Horne. It has increased, Mr. Morrison, but by reason of the 
fact we had carried it to them in the afternoon hours. We have 
taken it out of the post office and have provided them with the 
facilities of delivery, taken it out of the possibility of the usual com- 
plaints. That has been a contributing factor in our increase in circula- 
tion. 

Mr. Morrison. Would you say that all newspapers of comparable 
size as yours have had the same effect in circulation? 

Mr. Horne. | think to a more or less degree. Probably it would 
vary some, but to more or less degree, I think that would be the rule; 
ves, sir. 

Mr. Morrison. You have the same trouble with the cost of news- 
print and other costs as the larger papers have, do you not? There 
has been a great increase along that line, has there not? 

Mr. Horne. Yes. I feel like it has been a little more so, that is all. 

Mr. Morrison. Do you think that is, generally speaking, true of 
all small newspapers throughout the country? 

Mr. Horne. Yes, sir. We all have to pay the same price for cer- 
tain commodities. It costs us more to produce a line of advertising 
proportionately than it does the New York Times, because they 
produce so many lines. 

And to produce a line of text in reading material our costs are some- 
what comparable. 

Mr. Morrison. Are there any further questions? 

Mr. Gross. 

Mr. Gross. Probably you would suffer more losses in circulation, 
too, if this runaway inflation continues and with the tax bill increases. 

Mr. Home. I do not know, sir, what will happen in that respect. 
IT am as much at a loss as to where that will lead us. I do not have 
any idea. 

I frankly share Mr. Puckette’s idea there, that while there is a lot 
more money coming into the cash registers, there is a lot more going 
out. 

Mr. Gross. In other words, you are just handling a lot of dollars. 

Mr. Horne. Yes. 

Mr. Gross. In other words, you are just walking in the water with 
your skates on, without skating on good ice. 

Mr. Horne. I am just sei ared to death where I am going. 

Mr. Gross. So are we. 

Mr. Morrison. Are there any further questions? 

The committee wants to thank you, Mr. Horne, for appearing 
before us. 

The committee will stand adjourned until tomorrow morning at 
10 o'clock. 

(Whereupon, at 11:45 a. m., the committee recessed, to reconvene 
at 10 a. m. Wednesday, March 21, 1951). 


See a Meme Ne OF otal liar 
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WEDNESDAY, MARCH 21, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrice AND CIvIL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Frank M. Karsten presiding. 

Mr. Karsten. The committee will please come to order. 

Unfortunately, our distinguished chairman is unable to be with us 
this morning, but he has asked that we continue the hearings on the 
postal rate bill. 

The House is going to meet at 11 and we have a number of wit- 
nesses to be heard. I would like to suggest at the outset that, if 
possible, we confine our questions to the end of the testimony, if that 
will be agreeable to the other members, in order that we might hear 
as many of the witnesses as possible. 

We have several witnesses with us. 

I should like first to call Mr. Charles J. MeNeill. 


STATEMENT OF CHARLES J. McNEILL, ASSISTANT TO THE PRES- 
IDENT, GEORGE A. PFLAUM, PUBLISHER, INC., DAYTON, OHIO, 
ON BEHALF OF THE CLASSROOM PERIODICAL PUBLISHERS’ 
ASSOCIATION 


Mr. Karsten. Mr. MeNeill, we desire to hear as many witnesses 
as possible this morning. I would like to inquire whether you have 
a prepared statement. 

Mr. McNeimiu. Mr. Karsten, I do have a prepared statement and 
I think the members of the committee have copies of it. 1 should 
like to have an opportunity to read that statement, if I may. 

Mr. Karsten. We would be happy to have you do that, or to 
highlight your statement, whichever you prefer. 

Mr. MeNeruu. I shall proceed to read the statement, then. 

My name is Charles J. McNeill. 1 am assistant to the president of 
George A. Pflaum, Publisher, Inc., of Dayton, Ohio. 

I am here today to represent not only my own company, but to 
present the thinking of the Classroom Periodical Publishers’ Associa- 
tion on H. R. 2982, a bill to readjust postal rates. I represent the 
seven principal publishers of periodicals designed specifically for 
classroom use in the public and parochial schools and for use in religious 
instruction classes throughout the United States. 

The Classroom Periodical Publishers’ Association is made up of the 
following small publishers of school and Sunday-school periodicals: 
American Education Press, Columbus, Ohio; Civic Education Service, 
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Washington, D. C.; David C. Cook Publishing Co., Elgin, Il.; George 
A. Pflaum, Publisher, Inc., Dayton, Ohio; Scholastic Magazines, 
New York, N. Y.; Standard Publishing Co., Cincinnati, Ohio; Young 
America Magazines, Silver Spring, Md. 

The names of these firms may not be familiar to the members of the 
committee, but if the members have any children in school, I think you 
may be familiar with some of the periodicals and may be paying about 
70 cents a year for them. 

The principal objective of all the members of our association is to 
train better citizens through providing pupils, teachers, school boards, 
and Sunday schools with high quality, low cost current teaching mate- 
rials. These periodicals are used for instruction in the social studies, 
reading, current affairs, civics, citizenship, and religion. 

Our function is performed through the publication and distribution 
by mail of small magazines that are used as essential teaching aids in 
most of the school classrooms and Sunday schools of the Nation. 

We believe—and we think the members of Congress will agree 
that our work is a vital one—one that has never been so vital as in 
these critical times. Our publications are designed to train children 
in the civic and moral virtues without which our kind of society can- 
not survive. They are the chief and practically the only publica- 
tions carefully edited to give elementary and secondary students in 
the classroom a clear view of the grave problems facing the Nation 
and the world today. They are the principal media available to 
American schools for the study of current affairs; community and 
social problems, the Washington scene, the United Nations, the global 
conflict between western democratic ideals and the great lies of ag- 
gressive communism, the war in Korea. 

We urge that this committee, as a matter of wise public policy, 
write into the second-class postage section of H. R. 2982, a provision 
that: 
in the case of any religious, scientific, or educational periodical designed specifically 
for use in school classrooms or in religious instruction classes the rate of postage 
will be the same as authorized by existing law. 





This very provision was a part of H. R. 2945, the postal rate act 
adopted by the full House of Representatives on February 9, 1950. 
The Senate Committee on Post Office and Civil Service had earlier 
in the course of the Eighty-first Congress adopted a similar provision, 
but the legislation passed by the House never came to a vote on the 
floor of the Senate. 

We submit that such a provision would be a wise action: 

Because it would be directly in line with American legislative 
tradition and with the policy underlying establishment of second-class 
mail. 

Because classroom periodicals and Sunday school papers are 
essential to good education and to the general welfare of our Nation. 

Because the handling of classroom periodicals places a dispro- 
portionately small burden on the postal service. 

[n accord with the preamble of the Constitution, our Federal Gov- 
ernment has always worked to promote the general welfare by 
encouraging activities that are good and necessary for the people. 

As President Truman pointed out in his recent postal rate message 
to the Congress, low rates were established for second-class mail: 


in order to encourage the spread of information and education among our citizens. 
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Phat is the sole job of classroom periodicals I represent here today. 
President Truman says it is still desirable to encourage the spread of 
information and education. We agree with him. 

In setting second-class rates, postal legislation has always given 
preferential treatment to publications performing useful public serv- 
ice. In postal rate law today there is a provision that grants special 
consideration to nonprofit periodicals in the fields of religion, educa- 
tion, science, et cetera. 

We think this provision is wise and just; we think it is good govern- 
ment policy. We believe that the present rates of second-class 
postage should be retained for nonprofit religious, educational, and 
scientific periodicals. 

We think such special consideration was granted to nonprofit 
religious and educational publications because the Congress wished to 
encourage the spread of religious and educational literature and 
thereby to promote the general welfare of the people. 

We urge that the same consideration be given educational and 
religious publications designed for classroom use and published by 
the profit corporations I represent. Our companies are conducted 
for profit; they pay their share of taxes to Federal, State, and local 
governments. The nature of their work, however, is the same as 
that performed by nonprofit publishers in the fields of religion and 
education. They foster the same ideals, religious, moral, and civie. 
They fight the same evils. They are engaged, with the Government 
and with the nonprofit religious and educational publishers, in the 
same war against communism. 

We believe that our periodicals exemplify, as fully as any group of 
publications in this country, the basic and wise pelicy recognized by 
the Congress in establishing second-class mail to encourage their 
dissemination. 

I have said that classroom periodicals and Sunday school papers 
are essential to good education and to the general welfare. [| think 
this committee will agree. 

With some other members of our association I took an active part 
in the Mid-Century White House Conference on Children and Youth, 
held here in Washington last December under the auspices of the 
Federal Government. I heard President Truman tell the delegates 
to the conference that American children: 
ought to have religious training when they are voung * * * they will be 
happier for it and better for it the rest of their lives. 

President Truman also said, and I quote verbatim from his address: 

Our teachers—and all others who deal with our young people—should place 
uppermost the need for making our young people understand our free institutions 
and the values on which they rest. 

We must fight against the moral cynicism—the materialistic view of life—on 
which communism feeds. We must teach the objectives that lie behind our 
institutions, and the duty of all our citizens to make those institutions work 
more perfectly. Nothing is more important than this. 

Every one of the objectives cited by the President falls within 
the functions of the periodicals published for use in school classrooms 
and in religious instruction classes. The President was right when 
he told the White House Conference that “nothing is more important 
than this.” 
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The Nation’s teachers and the Nation’s top educators consider the 
work done by classroom magazines absolutely essential for effective 
instruction in the social studies and in good citizenship. 

Dr. Joy Elmer Morgan, editor of the Journal of the National 
Education Association, in testifying before this same committee 
during the last session of Congress, said: 

Our schools are benefiting greatly by the use of periodicals designed for class- 
room work in current affairs and civic education such as the American Observer, 
the Scholastic, American Education Press, and so on. Such periodicals along 
with education periodicals generally deserve special consideration. 

It is significant, in my opinion, that the periodicals mentioned 
by Dr. Morgan as deserving “special consideration” are all produced 
by members of the Classroom Periodical Publishers Association. 

Dr. Morgan’s view was reaffirmed on May 1, 1950, when Dr. Willard 
E. Givens, executive secretary of the National Education Association, 
wrote to the Senate Committee on Post Office and Civil Service to 
request: 

The retention of the rates now applicable to religious, educational, or scientific 
publications designed specifically for use in school classrooms or in religious 
instruction classes. 

Stanley Dimond, president of the National Council for the Social 
Studies, wrote in the January 1949 issue of Social Education: 

One of the greatest gains of the past 25 years (in the schools) has been the 
increased attention given to the study of current affairs * * *, Adequate 
recognition has not been given in this country to those who have helped us by 
publishing current events materials for the schools. 

He was talking about the kind of classroom periodicals I represent. 

I think, and I believe you gentlemen will agree, that the importance 
of effective training for good citizenship and of religious education 
has never been greater. 

Most of our classroom periodicals are small magazines—leaflets of 
from 4 to 12 pages. Most of them carry little or no paid advertising. 
All of them are sold at the lowest possible subscription rates; they have 
to be, for they are bought with the nickels and dimes of school children. 
The school and Sunday school magazines published by members of 
this association serve the educational and religious needs of 10,300,000 
pupils and teachers in every State and in the Territories. 

Though more than 10 million copies of these magazines are mailed 
regularly, they place a disproportionately small burden on the postal 
service. Our periodicals are wrapped, mailed and delivered in com- 
pact bundles, addressed directly to schools and churches. 

Our mail sacks and packages do not have to be opened and the 
contents laboriously and expensively sorted for delivery to each 
individual subseriber. Our publications are mailed in bulk, each 
bundle containing an average of about thirty copies, though many of 
our mail parcels contain a hundred or more magazines. For instance, 
the Civie Education Service can serve 2,094 pupils and teachers with 
100 pounds of mail in 48 packages, not 2,000 deliveries. 

The special merits of periodicals published for use in schools or in 
religious instruction classes were clearly recognized by both Houses in 
the Eighty-first Congress. 

We urge, with every confidence, that this House Committee on Post 
Office and Civil Service and the Eighty-second Congress follow the 
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precedent set last year. We ask you to retain present second-class 
rates on the classroom periodicals upon which American schools and 
Sunday schools rely for essential aid in training good citizens. 

As President Truman told us at the White House Conference in 
December, we think: ‘Nothing is more important than this.”’ 

That concludes my statement. I appreciate very much this 
opportunity to present it to this committee. 

Mr. Karsten. We are very happy to have you with us, Mr. 
MeNeill. 

Mr. Rees, do you have any questions? 

Mr. Rees. Yes. 

Mr. MeNeill, you are representing a group who are in business for 
profit, are you not? 

Mr. McNeityi. Yes, sir 

Mr. Rees. | happen to know the editors of some of the magazines 
you are representing here today, and I appreciate your splendid 
statement with regard to the fine work they are doing and the influence 
they have upon the people of this country, sir. 

Mr. McNeinu. Thank you, sir. 

Mr. Rees. Is it your feeling that even though it has cost consider- 
ably more during the last 10 years to carry these periodicals through 
the mail, that is to say, that you are paying the postal employees more 
money, that it costs more to transport ihese mails, the cost ac ‘ounting 
is more expensive, the distribution, and that these groups publishing 
the papers are paying more in salaries to their employees, more for 
their paper and other costs; is it still your view that this group should 
not pay any more than they paid 10 years ago for this postal service? 

Mr. McNeriu. Yes, Mr. Rees, that is my feeling; and I think that 
would be wise policy. 

Mr. Rees. Do you not think they ought to share at all in this 
proposed increase? 

Mr. McNemu. No; I do not, Mr. Rees. I have tried to make 
that clear. 

Mr. Rees. I happen to know, and you do, too, am sure that some 
of these magazines are doing well financially. If you do not know 
that, I know it. 

Mr. MeNerii. | am particularly familiar only with the operations 
of my own company, Mr. Rees, and in the trade we are considered a 
very successful publisher in the classroom field. 

Mr. Rees. That is right. And you have increased your salaries 
and those of the people employed by you, which is proper. 

Mr. McNertu. Yes, sir. 

Mr. Rees. Do you not think that just a little share of this addi- 
tional cost could be borne by you without any injury, rather than 
to charge the whole thing to the taxpayers? 

I am in agreement with all you have said about the splendid service 
rendered by you, and in agreement with what you say with respect 
to the President’s statement, but do you not think you could share 
a little of the increase? 

Mr. MeNetuu. I think they should not be increased at all, Mr. Rees, 
I think that would be very good policy for the Government. 

Mr. Rees. Would you lower the charges? 

Mr. McNeitu. No; I think that would not be necessary, and I do 
not come here to ask that. 
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Mr. Rees. | know you are not asking for it, but in view of the in- 
creased costs of doing this job of carrying these magazines through the 
mail, | am just asking your opinion now because you are the repre- 
sentative of a fine group of people here and you are here not necessar ily 
on your own, but for these other groups like yourself. 

Mr. McNett. That is right, sir. 

Mr. Rees. Still you feel that we should just leave the thing where 
it is, that there should be no increase; is that right? 

Mr. McNemu. That is my re ‘commendation to the committee; yes, 
sir. 

Mr. Rees. Thank you. 

Mr. Karsten. Mr. Reams. 

Mr. Reams. I have no questions 

Mr. Karsten. Mr. Hagen. 

Mr. Haagen. Yes; | have some questions. 

Your business, Mr. MeNeill, is built up on the traditional practice 
of the Federal Government charging a very low rate for your type of 
publications; is that right? 

Mr. McNett. Yes, Mr. Hagen; that is true. I feel this way about 
my company and all the e ompanies I represent here: That it would be 
impossible for us to conduct the kind of operation we do, without the 
favorable rates established in second-class mail. 

Mr. Hacen. Therefore, it is not necessary to reduce your rate, 
because you are set up on a basic rate at the present time; is that 
right? 

Mr. McNeruu. We are used to paying that rate; ves, sir. 

Mr. HaGeEN. So you are not asking for a reduced rate are you? 

Mr. McNeriu. No; I am not. 

Mr. Hagen. And you want no increase in rates. 

Mr. MeNettu. No. 

Mr. Hacen. Is it not a fact that you are already paying, you and 
all your associates, and all the people who pay income taxes, a very 
large percentage of the increased costs of the postal service, which 1s 
represented by this increasing deficit from year to year; that you are 
already paying a very large increase in this deficit, and the increased 
costs by your large, increased income taxes? 

Mr. MeNemu. Yes, sir. 

Mr. Hacen. And by the large increases in property taxes? 

Mr. McNeiiu. That is true. 

Mr. Hagen. And by your large increases in the costs of other 
materials, which, in turn, eventually come into the Federal Treasury 
in the way of taxes; is that not right? 

Mr. McNett. Yes, sir. 

If this present legislation were adopted by the Congress, the pay 
ments of our companies to the Treasury Department through Federal 
income taxes would be very, very much reduced and, I think, in the 
case of may of these companies, wiped out entirely. 

Mr. Hacen. You believe, too, then, do you, that you already are 
sharing in the increased costs of the Post Office Department? 

Mr. McNeruu. Yes; I do, sir. 

Mr. Hacen. That is by your increased income taxes because of 
increased income-tax rates; is that right? 

Mr. McNett. Right. 
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Mr. HaGen. So it cannot be said that you are dodging the respon- 
sibility in any way, can it? 

Mr. McNeru. I do not feel that is true at all. 

Mr. HaGen. In fact, you are carrying your full share of the load 
as you always have carried it. 

Mr. MeNeruu. That, | think, is true. I am not here to apologize 
at all for operating for profit. We try to make money; sometimes we 
do and sometimes we do not. 

Mr. Hacen. That is especially so when it is for the laudable aim and 
objective that you have in your line of activity; is it not? 

Mr. McNei.u. Yes, sir; that is my feeling exactly. 

Mr. Hacen. In fact, without profit you could not be in business and 
do the job you are doing because you are not being financed by any 
organization, such as a church, some organization, or a group of 
millionaires, or anything like that; is that not correct? 

Mr. MeNeru. I do not see how we could do it otherwise. Most of 
the companies | represent are small family held corporations that have 
been in this business, which they consider a real service to this coun- 
trv, for many vears. 

Mr. HaGcen. And men in public life, from the President down, 
leaders of public opinion, men who are high in church affairs and public 
life have commended you and your group for the fine work vou are 
doing. 

Mr. MeNeiuu. That is correct, sir. 

Mr. Hacen. You mentioned something about the way vou prepare 
or handle your publications so as to decrease the burden and lower the 
handling cost to the Post Office Department. Can you tell me a little 
more in detail just how that is done? 1 think that is rather important. 

Mr. MeNetuu. Yes, sir; I would be very happy to talk about that. 

I have told this committee that we reach 10,300,000 school children 
and teachers all over this country. That is a lot of little papers, I 
realize, but when those small periodicals are put into the hands of the 
postal service, it does not mean that the letter carriers of this country 
have to make 10,300,000 deliveries to get these periodicals into the 
hands of the children, in the case of our company. And I know the 
other companies conduct their mailing procedures in just about 
exactly the same fashion. 

Our subscriptions are taken in bulk. A subscription for a class- 
room may vary from about 20 copies to perhaps 100 or 200 copies. 
All the copies going to that classroom are rolled into one package. 
The mail sacks are filled in our mailing room. They are addressed, 
in most cases, not only to the city of delivery, but to the zone of 
delivery. 

In many cases the mail sacks that go out the back door of our plant 
in Dayton never have to be opened from the time they leave our 
building until the magazines are laid on the teachers’ desks in Kala- 
mazoo or in Valley Center, Kans. 

Those packages do not have to be broken down and the copies 
individually delivered to subscribers. That package goes straight 
through from our place to its ultimate destination, which is a Sunday 
school or a schoolroom somewhere in the country. 

Very often those packages, in small towns, particularly, are picked 
up at the post office; in some cases, even by the principal of the school. 
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We feel that it is a far different thing to deliver 10,000,000 copies of 
individually addressed, heavy magazines, that are loaded with adver- 
tising than it is to deliver 10,000,000 of these small things which go out 
in packages, prepared, addressed, carefully distributed in accord with 
the regulations, and never touched by the post office or never sorted. 

The package is never opened. The mail bag in many cases is never 
opened from the time it leaves our place until it is dumped on the 
teacher’s desk. 

Mr. Rees. Is it your recommendation, then, that we make some 
difference between these big magazines that do have advertising and 
publications such as yours? Would you charge them a little more 
than what is charged now? 

Mr. MeNeiuyu. | am here, Mr. Rees, to speak for the classroom 
periodical publishers. 

Mr. Rees. I understand you are, but vou are well informed on the 
subject matter. We are trying to get whatever information we can 
as to the problem before us. 

Mr. McNetuu. It is a very serious problem. It is a problem for 
me, as a taxpayer, too. I realize that. 

Mr. Rees. As a taxpaver and as a very successful publisher, one 
of the most successful in the country, I would like to know what you 
think about the question of charging these magazines such as those 
described in the hearings here, the ones that carry a great amount of 
advertising. Would you charge them a little more? 

Mr. MeNeruu. Your question, then, is whether there should be a 
differential between this kind of magazine and the heavy kind of 
publication, with advertising? 

Mr. Rees. Would you charge them more? Would you raise them 
a little more because of what you just said? 

Mr. MeNetii. I do not know what the status of those other pub- 
lishers is, Mr. Rees. It would be my personal opinion—lI do not have 
the familiarity with them that I do with our own operations—but it 
is my personal opinion that perhaps some increase is justified, 
Whether or not the increases in this bill are justified, I really could 
not say. 

1 would say this, however, sir: I was here last Thursday morning 
when Dr. Daniel Poling and some other religious 

Mr. Rees. We are not talking about Dr. Daniel Poling now; we 
heard that. I am talking about these other magazines, such as the 
man who testified here on behalf of the publishers, a whole group of 
them. 

As I reeall, he represented about 300 different publishers. 

Mr. McNetti. I do not want to talk about Dr. Poling, either, 
Mr. Rees. 

Mr. Ress. | think Dr. Poling’s group is in a class by itself. 

Mr. MeNeiii. I want to make this point, sir: Dr. Poling told 
this committee that it was his opinion that if it were necessary to 
impair or to take a chance of impairing the religious press of this 
country in order to decrease or wipe out the deficit in the Postal 
Department, he felt that it would be wiser public policy to take 
care of the difference between income and expenses of the Post Office 
Department out of the general funds of the country. That is my 
feeling, too. : 
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Mr. Rees. Is that your feeling toward these magazines I have just 
been referring to, carrying advertising? 

Mr. MecNetxu. It is my feeling that if, in order to decrease or to 
wipe out the postal deficit, it is necessary to impair religious or 
citizenship training in this country, it would be better for this Gov- 
ernment, as a matter of policy, to pay the entire differential. That 
may not be necessary, sir; | do not know. 

Mr. Hacen. I have a further comment, Mr. McNeill. 

First of all, |] want to say I am glad that you do not go far afield 
from your own interest and knowledge, because I would not give too 
much weight to your testimony if you started to testify relative to a 
lot of other publications. 

Mr. Rees. This fellow is well informed. 

Mr. MeNeiiu. I am from your country out in Kansas, Mr. Rees. 

Mr. Hacen. | do not doubt that you are an expert in your own 
field, when you talk about your own business; but if and when you 
talk about other publications, I would discount it a great deal. 

Mr. MecNeuu. I have studied very carefully the effects of this 
legislation on our business. I do not know what it would do to Life 
or Time. 

Mr. Hacen. So I would appreciate your confining your testimony 
to your own knowledge. 

However, let me ask: Was this White House conference you men- 
tioned for the purpose of getting cooperation of your group in some 
public interest matter for the national welfare? 

Mr. McNeityi. The White House conference has been called every 
10 years for some time by the President of the United States. I un- 
derstand the expenses of conducting the White House conference are 
borne by the Federal Security Agency. 

Mr. Hacen. In other words, it is a conference of a group of people 
for the needs and the welfare of the country. 

Mr. MeNeruu. Yes. 

Mr. Hacen. Does your publication carry any information con- 
cerning bond drives, or anything of a public nature for the welfare of 
the people of the country, such as scrap iron and paper drives and 
other programs? 

Mr. MeNeiuu. Yes. 

Mr. Hacen. Does that include Red Cross drives, and all that sort 
of thing? 

Mr. McNeiiu. Yes. This is a regular part of the content of all of 
our periodicals. 

One of our principal jobs, we think, is letting children in the class- 
rooms know what is going on in the world, what the Government is 
doing; how the Congress “functions, and to encourage them to con- 
tribute to the Red Cross, to war-relief drives, to all that sort of thing; 
to bond drives. 

Mr. Hagen. With this lower rate, then, you feel you are able to 
carry on a good job for the good of the country as a whole; is that 
correct? 

Mr. McNetu. Yes, I do, sir. 

Mr. Hacen. Thank you very much. 

Mr. Sapiak. Mr. Chairman, may I ask a question? 

Mr. Karsren. Yes. 
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Mr. Sapiak. Mr. Chairman, I do not want to forestall any question- 
ing of Mr. MeNeill, but, as the chairman knows, the House is to meet 
at 11 o’clock today. 

Mr. Karsten. Yes. We will proceed as rapidly as we can this 
morning, but I have no desire to shut off any questions. 

Mr. Sapuak. Invariably when we meet at 11 o’clock, we have a 
roll call 10 minutes after. 

Mr. Karsten. Mr. Lantaff, did you have any questions? 

Mr. Lantrarr. No questions. 

Mr. Karsten. Mr. Armstrong. 

Mr. ArmstronG. No questions. 

Mr. Karsten. Mr. Lesinski. 

Mr. Lesrnskr. No questions. 

Mr. Karsten. Thank you very much, for your statement, Mr. Me- 
Neill. 

Mr. MeNetiy. Thank you very much, sir. 

Mr. Karsten. We are especially honored this morning to have with 
us our distinguished colleague, Mr. Eugene J. McCarthy, from the 
Fourth District of Minnesota. 

Mr. MeCarthy is a former member of this committee, and we are 
happy to welcome him back today. 

Mr. McCarthy. 


STATEMENT OF HON. EUGENE J. McCARTHY, MEMBER OF 
CONGRESS FROM THE FOURTH DISTRICT OF THE STATE OF 


MINNESOTA 


Mr. MeCarruy. Mr. Chairman and members of the committee, it 
is unnecessary, | am sure, for me to take your time with any prolonged 
testimony in regard to postal rates on religious and educational pub- 
lications. Those of you who served on the committee during the 
last Congress have heard all of the testimony twice by now, and the 
new members will, of course, have heard it at least once before these 
hearings are completed. 

I hope that the committee will see fit to continue the present postal 
rates on nonprofit religious and educational publications, and that 
religious, educational, and scientific publications, designed specifically 
for use in school classrooms or in religious instruction classes, will 
also be exempted from any increase in rates. 

This was the substance of the amendment which I offered last 
February on the floor of the House and which, as you may recall, 
was accepted. 

I am not including agricultural publications in this recommendation, 
as you may remember that the agricultural publications were included 
not on my incentive. 

But I do think that the classroom, educational, and religious 
publications should be exempt. 

The agricultural publications may be deserving of some special con- 
sideration, but in that case I will be guided by the judgment of the 
committee. 
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My argument, of course, is essentially the same as that of the 
Rev. Samuel McCrea Cavert, who appeared last year. I do not 
know whether or not he appeared before the committee this year. 
He is the general secretary of the Federal Council of Churches of 
Christ in America. 

In testifying before this committee he made the statement: 


It is a matter of high strategy to encourage all forces in our country which make 
for the strengthening of the cultural, moral, and spiritual life of the people. 


I think that is the essential point. 

The provision that profit pubiications of religious and educational 
nature must be used or published for classroom or Sunday School use 
if they are to receive a preferential postal rate is, | think, adequate 
protection against profiteering of any kind. 

Mr. Chairman, knowing this committee as I do, | am certain they 
will consider this problem thoroughly and act wisely upon it. 

It is in order for me now, I believe, to state that I value very highly 
the experience which I gained on this committee during the last Con- 
gress and that I treasure the associations and the friendships which I 
acquired during that term. 

Mr. Karsren. We are glad to have you back with us, Mr. 
MeCarthy. 

Are there any questions the committee would like to ask? 

Mr. Rees. I would just like to say we are honored to have the 
distinguished member from Minnesota with us. We regret that he 
has left our committee. He has been one of the important and 
influential members of this group. It is good to have him before us 
this morning, and whatever he has to say will bear considerable weight 
with this committee. 

Mr. McCarruy. Thank you, sir. 

Mr. Karsren. Are there any questions by the committee? 

Mr. Lanrarr. I would just like to ask one question. 

Mr. Karsten. Yes, sir. 

Mr. Lanrarr. You differentiated, Mr. McCarthy, between these 
religious and educational publications published by profit and non- 
profit corporations. 

Was that a distinction that you pointed out last year? 

Mr. MeCarruy. Yes. Last year the nonprofit ones were exempted 
in the committee. The amendment sent to the floor of the House was 
to exempt also religious and educational publications, which were 
published exclusively for classroom use: magazines like Current 
Events, Scholastic, and then the various publications that were used 
in religious instruction classes and in Sunday Schools. 

Mr. Lanrarr. Whether or not they are published by corporations 
for profit? 

Mr. McCartruy. Whether or not published for profit; that is right. 

Mr. Karsten. Are there any further questions? 

We thank you very much, Mr. McCarthy. 

Mr. McCarruy. Thank you, Mr. Chairman. 

Mr. Karsten. We have as our next witness Mrs. Elizabeth H. 
Dominick, circulation manager of the Grade Teacher, of Darien, 
Conn. 
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STATEMENT OF MRS. ELIZABETH H. DOMINICK, CIRCULATION 
MANAGER, THE GRADE TEACHER, DARIEN, CONN. 


Mr. Karsten. Mrs. Dominick, do you have a prepared statement? 

Mrs. Dominick. Yes; | do. 

Mr. Karsten. Do you want to highlight it and present it for the 
record, or would you prefer to read it? 

Mrs. Dominick. I would like to read it. I am speaking for Mrs. 
Eleanor Walker, who is detained at home because of illness. She has 
asked me to read her testimony. 

Mr. Karsten. Very well. 

Mrs. Dominick. This statement is being presented for Mrs. Eleanor 
Walker, owner and publisher of the Grade Teacher, a monthly maga- 
zine for elementary teachers: 

You are indeed patient to listen once again to those of us who 
testified on proposed postal increases last year. And I wish to express 
my appreciation for your fortitude. 

‘However, the situation has changed since last year as far as educa- 
tional magazines are concerned. H. R. 2945 exempted educational 
magazines from any increases in second-class rates. 

The new bill, H. R. 2982, does not exempt educational magazines, 
nor does it give them a smaller increase than the huge mass media, 
many of which have a large newsstand circulation. 

Last year, in testifying before your counterpart committee in 
the Senate, I said that, in spite of the fact that both the House bill 
and the Senate bill exempted us from any increases whatsoever, I 
thought we should pay an increase we could take; namely, 15 percent 
spread over 3 years. I say the same thing today. 

Why shouldn’t we magazine publishers pay a reasonable increase? 
We pay more for paper, printing, and payroll. Why shouldn’t we 
pay more for the ‘fourth P’’—postage? I think we should. 

But when you speak about a 100-percent increase in 3 years, it 
just doesn’t make sense. Our increases for the other things we buy 
for the publishing business have been gradual over about 10 years. 
They were not required of us in huge doses at short intervals. 

Not only are we a small business, and there are thousands of 
smaller businesses in this country than big, but we send out almost 
our total circulation by mail. Out of 116,650 copies only 226 are 
sold on newsstands. 

I figured out the percentage of mail circulation of a lot of the big 
weeklies, the woman’s group, the garden and fashion magazines. 
Their mail circulation varies between 12 percent and 83 percent of 
their total, with the majority having between 40 percent and 60 
percent mail circulation. That is a lot different than 99 percent by 
mail. Almost our total circulation would have a doubled mailing 
cost. This seems hardly fair. 

We cannot change our circulation methods to the use of newsstands 
because we go into many too small towns and rural areas. According 
to the New York Times’ 6-month survey in 1950 on education, 
nearly half of all school children and over half of all school teachers 
are in the rural areas 

Another hardship this bill works on us is that we get 42 percent of 
our circulation by mail and this third-class rate is also doubled in 
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H. R. 2982. Very few magazines get so large a percentage of their 
circulation by mail. 

We have raised our subscription price twice in 10 years. We 
cannot raise it 1 cent more. The average salary of public school 
teachers in this country is $2,785.20, but, since we have many small 
town and rural subscriptions, the average salary among our teachers 
is much lower. 

We did increase advertising rates several times. The advertising 
in our magazine is institutional advertising. It is the first to be 
lopped off when advertising budgets get tight or when too many 
handicaps like rate increases face the advertiser. 

Even the dread Internal Revenue Department recognizes the prin- 
ciple of adjusting taxes for the small-profit organizations. They tax 
25 percent of the first $25,000. The surtax of 20 percent does not 
start until after a business has made at least $25,000. This is an 
adjustment for the small-profit organization. 

Although we are a small publication, we perform a service all out 
of proportion to our size. We’re big in the school field since over 
25 percent of all elementary teachers subscribe for the Grade Teacher, 
and around 50 percent of all elementary teachers read it. In fact, 
this trend toward sharing the Grade Teacher is one of our circulation 
problems. So many teachers read one and the same copy. But, at 
least, we do a lot of good that way and make less of a drain on the 
post office. 

Teachers need our help so much, especially now that the schools 
are so crowded in the grades due to the increasing birth rate; and 
that is where these children are—in the grades. In fact, around 
75 percent of the total school population is in the grades. 

There is such a shortage of teachers that 75,000 of them are teaching 
with emergency certificates and, of these inadequately trained teachers, 
65,000 are in the rural areas. With the increasing shortage of man- 
power, the situation will get worse rather than better. 

And are these teachers working hard? ¢ ‘lassrooms are crowded; 
many communities have had to resort to double sessions; teachers have 
more paper work than ever: report cards, test records, marking of 
papers. 

But also the teacher has more nerve strain from trving to cope all 
day with so many more pupils in a crowded room; squirming little 
human beings who are themselves disturbed in an upset world. If 
you had that job, wouldn’t you need all the help you could get? 

And we do know the Grade Teacher is a big help. We get hundreds 
of unsolicited letters from teachers who say: ‘tI use the Grade Teacher 
practically every day.” and “I could not get along without it.”’ 

I] have many pages here of letters from teachers, administrators, 
and teacher-training people expressing their appreciation for our 
magazine’s taking part of the load off their shoulders. 

If by doubling the postage bills of all educational magazines you 
would make a noticeable dent in the postal deficit—but what’s the 
good? It will help in only an infinitesimal amount. 

It does not seem quite right that we should be spending millions of 
the taxpayers’ money on our foreign education program and at the 
sume time hamper those who are trying to help the teachers in this 
country. In Germany alone we spent many millions in | year on 
education. 
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Many of you send your children or grandchildren to these teachers 
in America. You put these youngsters’ education in their hands. 
We do not pay them very handsomely for this most important of all 
of America’s responsibilties: the education of our children. Some- 
times we even forget to say ‘‘thank you.” 

You surely are not going to make it too difficult for us to help these 
teachers. 

Here is an indication of how they feel about it. This school year 
our magazine has been slow in arriving, partly because of a late 
printing schedule, which we are correcting, and partly because of the 
retarded mails. We have had hundreds of letters this year from 
teachers saying: “Why doesn’t my Grade Teacher come?” 

If such a large group of our readers takes the time to sit down 
and write us, there must be many, many more who don’t write, but 
want us to hurry up, because the magazine brings them that practical 
seasonal help they need. 

We are not asking for charity. We are asking for plain common 
sense. Make the increase reasonable and make it gradual. 

We pay all our bills. We even pay the contributors to the magazine, 
which is a practice many professional journals do not follow. We pay 
our employees well, and we hope to continue to save a little for a 
rainy day, just as you all want to do. 

There has been a lot of testimony during these hearings about 
money. And any business, large or small, has obviously to take in 
as much and preferably a little more than it puts out. 

But I think almost as important an issue as money is pressure. 
You are working under terrific pressure, but so are we-—pressure 
from spiraling costs, pressure of competition, pressure from personnel 
changes due to the war, pressure from an unserene world, pressure 
from family problems. Please temper justice with merey and do 
not add too much to these pressures. Give us a chance to creep 
before vou ask us to run. 

Even the fantastic price of food has been given us gradually. Take 
apples, for instance. They are a lot higher today than they were a 
lifetime ago, but the change came slowly. 

This reminds me of an experience I had last winter. As I came out 
of the subway in New York on my way to see a friend, I noticed a 
man selling apples from a wagon on the street. 

“What kind of apples are those?” I asked. 

‘Northern Spies,”’ he replied. 

I spent part of my childhood in New York State, and I thought [ 
knew a Northern Spy when [ saw one, and so I said, “They don’t look 
like Northern Spies to me, but I'll take a bag anyhow.” 

While he was putting the apples in the bag, I remarked, ‘When I 
was a child we used to buy Northern Spies for 50 cents a bushel.” 

The man straightened up, handed me the bag, looked me right in the 
eve, and said, “‘Lady, that was a long time ago.” 

Thank you. 

Mr. Karsten. Do you have any questions, Mr. Hagen? 

Mr. Hagen. No; I do not have any questions. 

Mr. Karsren. Do you have any questions, Mr. Burdick? 

Mr. Burpick. Yes. 

Mrs. Dominick, about what percentage of your publication is 
devoted to advertising? 
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Mrs. Dominick. I have some figures here. I should say it would be 
about 21 percent. 

Mr. Burpick. I have a copy of a publication here. Is this a copy 
of your publication here that | have in my hand? 

Mrs. Dominick. Yes. 

Mr. Burpicx. That figures up to 42 percent. 

Mrs. Dominick. It averages 21 percent over the past 10 years. 

Mr. Burpick. Do you raise your advertising rates as these expenses 
increase? 

Mrs. Dominick. We have had an increase in the advertising rates 
two different times, and that is all. 

Mr. Buropick. Has your subscription price gone up? The price of 
the magazine? 

Mrs. Dominick. The price of the magazine has gone up. In 1942 
it was $2.50. Then it was raised to $3. On January 1, 1949, it was 
raised to $4. 

We were the last of the magazines in our particular field to increase 
our price. 

Mr. Karsten. Mr. Reams, do you have any questions? 

Mr. Reams. No; I have not. 

Mr. Karsten. Mr. Armstrong. 

Mr. Armstrrona. Yes. 

Mrs. Dominick, what is the cost of this publication per unit? 

Mrs. Dominick. I cannot give you those figures. I am just taking 
Mrs. Walker’s place here today, and I am not too familiar with those 
figures. 

Mr. Armstrrona. I asked that preparatory to inquiring: Suppose 
you should have to increase the price, would you have to increase, say, 
5 or 10 cents; something like that? 

Mrs. Dominick. It is impossible to make a small increase such as 
that, I would say. 

Mr. Armstrrone. What would be the effect if you increased it 5 or 
10 cents? 

Mrs. Dominick. The teachers just could not afford to pay it. You 
know, 5 or 10 cents is a large percentage of what they have out of 
their own money to buy their material. Very frequently, or, | would 
say, in most cases, it is the teacher herself who pays for this magazine 
subscription, and every little bit added to the price makes a big 
difference. You hear that constantly when you go to these State 
teachers’ conventions: 

“T want the magazine. I would like to have it. But $4 is just‘too 
much for me to pay one for one more single educational material.”’ 

Mr. ArmstrronG. Your idea would be, then, that any increase, a 
small increase, let us say, would simply be absorbed by the company; 
is that right? 

Mrs. Dominick. By our company; that is right. 

Mr. Armsrrone. Thank you. 

Mr. Sapiak. Mr. Chairman. 

Mr. Karsten. Mr. Sadlak. 

Mr. Sapiak. Mrs. Dominick, how many issues do you print a year? 

Mrs. Domuick. Ten. The school year, September through June. 

Mr. Sapiak. If you were compelled to increase the cost of this 
magazine to the one who is to buy it, it would be pretty difficult. 
Suppose you increased it 5 cents, to Have someone buy a magazine 
costing 55 cents just does not work out, does it? 
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Mrs. Dominick. No. 

Mr. Burpick. I think it may work out because most every State 
has a sales tax and there are plenty of pennies in circulation. 

Mrs. Dominick. | will tell vou there are a great many of these 
teachers in the rural districts who are unable to get to post offices to 
send money orders, who are unable to send checks. They do not 
have checking accounts. The result is that they send their money 
in cash. 

How many of those do you think will put in 5 or 10 cents in addition 
to the $4? 

They will simply forget it, thinking it is such a small amount, so 
far as the company is concerned, and not realizing that it is not that 
one individual who may be leaving out that 5 or 10 cents but that it 
is thousands. 

Mr. Sapiav. It is easy enough to collect a sales tax at a newsstand, 
but it is pretty difficult to collect it through the mail; is that not 
correct? 

Mrs. Dominick. That is right. 

Mr. Karsren. Mr. Lesinski, do you have any questions? 

Mr. Lesinskt. No questions. 

Mr. Karsren. We thank you very much, Mrs. Dominick, for your 
fine statement. 

Mrs. Dominick. Thank you. 

Mr. Karsten. We have as our next witness Dr. Edgar Fuller, 
executive secretary of the National Council of Chief State School 
Officers. 


STATEMENT OF EDGAR FULLER, EXECUTIVE SECRETARY, NA- 
TIONAL COUNCIL OF CHIEF STATE SCHOOL OFFICERS 


Mr. Futver. I have a very short statement, sir. 

It is an appreciated privilege to appear here in behalf of the National 
Council of Chief State School Officers. The members of the council 
are the State superintendents and commissioners of education of 
each of the 48 States and the Territories and island dependencies. 

We are interested in postal service and postal rates in a general 
way in behalf of the State and local school systems. Our council 
publishes neither books nor magazines; we are essentially consumers 
representing other consumers. 

Mr. Chairman, H. R. 2982 seems essentially fair as written, and 
we have only a limited number of suggestions to make other than to 
support it. 

The message of February 27, 1951, submitted by the President to 
the Congress, seems to us unanswerable. There are indeed ‘inequi- 
ties and special privileges” in the postal-rate structure, and, as the 
President pointed out, foremost among these is the subsidization of 
newspapers and magazines for nearly 80 percent of their postage from 
tax funds at the same time that books, including textbooks, are 
charged for at much higher rates. ; 

We understand that it has been suggested that religious papers and 
magazines be exempted from the proposed increase in second-class 
rates. We do not presume to know whether this is necessary. 

We do have difficulty, however, distinguishing publications of 
religious organizations from publications of educational and charitable 
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organizations. Many nonprofit corporations are engaged in two or 
more of these activities, and the postage concessions in one field can 
scarcely be justified, it seems to us, to the exclusion of others. 

We suggest that the commonly followed lines of demarcation 
established by the tax laws or the Post Office Department itself be 
continued if any such exceptions are made, so that regular rates will 
be paid when the organization is organized for profit and smaller 
rates will be paid by nonprofit organizations, whether religious, edu- 
cational, or charitable, except that materials for classroom use in 
schools and churches should always pay the lowest rate. 

Mr. Chairman, it seems to us that Congress ought to fix postal 
rates. The delegation of authority over one class of mail to the 
Interstate Commerce Commission tends to unbalance the rate struc- 
ture. Comparable unbalance may result from delegation of rate 
fixing to the Postmaster General for certain service items such as those 
listed in section IL of this bill, although this practice may sometimes 
be justified by facts of which we are not aware. 

Only the strongest reasons, we believe, can justify division of the 
rate-fixing responsibility. It is difficult for us to understand why we 
have Congress, an administrative commission, and an executive de- 
partment all engaged in fixing different classes of postal rates. 

At present the Interstate Commerce Commission, under authority 
delegated by Congress, is acting on the Postmaster General's proposal 
to increase fourth-class rates to cover fourth-class costs. It is curious 
to note that even here some controlled-circulation publications which 
have advertising interests are exempted, while books for educational 
purposes are not. 

In any event, subsidies were originally granted op educational and 
cultural grounds. Our reaction now is that newspapers and maga- 
zines, with or without advertising, are not superior to books as educa- 
tional influences deserving subsidies. We suggest that books be classi- 
fied as second-class mail. 

Thank you again, Mr. Chairman, for the privilege of this brief 
appearance here. 

Mr. Karsten. At the present time, Dr, Fuller, I should like to say 
we are not taking testimony on books. 

As | understand, that is before the Interstate Commerce Com- 
mission at the present time. 

Mr. Fuuier. Mr. Chairman, I testified before the Interstate 
Commerce Commission. The Commissioner who was presiding said 
he was not interested in the relative position of these different classes 
because he was merely trying to find out how much it cost to carry 
fourth-class mail. So, it appears that there is no place in the Federal 
Government where you can bring up this subject legally. 

Mr. Karsren. I want to say the committee is happy to receive your 
statement and is glad to have the benefit of your views. 

Mr. Hagen, do you have any questions? 

Mr. HaGcen. You might recall this committee had before it an 
amendment to exempt the books from increases the last time the rates 
were increased. I believe, Congressman McCarthy was the father of 
that amendment. 

I supported him on that. 

Mr. MeCarthy appeared before this committee just this morning. 
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You and your organization were probably not here when this ques- 
tion was raised originally. I agree with you that probably books 
should have a different or special low rate, just as second-class publi- 
cations now have. 

However, that matter is not before us in this bill. 

Mr. Futter. I think that is true; that the matter is not before this 
committee, except in a general way. We are testifying as people who 
have more or less responsibility for all of the school systems of the 
States and the Territories, and as citizens. 

We do not see equity in the rate structure, and we think we see why 
there is not equity in the rate structure. There is more than one 
reason, of course, but we think that this division of authority to fix 
rates is probably the explanation of a great deal of it. 

It dates way back, as you know. 

Mr. Karsten. It goes back many years. 

The committee, as I say, is happy to have your views. 

Are there any further questions? 

Mr. Hagen. I have a further comment. 

Any increase in postal rates would have an effect on public libraries 
and school libaries and also various public institutions, to a great 
extent; would it not? 

Mr. Fuuuer. Yes. 

Mr. Hagen. I may suggest you might be able to get someone in- 
terested in introducing a bill to exempt books. Of course, it would 
eventually come before this committee. 

Mr. Futter. We would like to have an amendment to this bill to 
make books second-class. 

Mr. Hacen. You might draw up an amendment and present it to 
this committee. 

Mr. Futter. We will be glad to do that. 

Mr. Karsten. Mr. Rees, do you have any questions? 

Mr. Rees. No questions. 

Mr. Karsten. Mr. Sadlak. 

Mr. Sapiak. No questions. 

Mr. Karsten. Mr. Lesinski. 

Mr. Lestnskr. No questions. 

Mr. Karsten. Mr. Burdick. 

Mr. Burpick. No questions. 

Mr. Karsten. Mr. Fuller, we thank you very much for your 
statement. 

Mr. Fuuier. Thank you, sir. 

Mr. Karsten. Mr. O. R. Strackbein, legislative representative of 
the International Allied Printing Trades Association, of Washington, 
D. C., and Mr. R. J. Christian, circulation manager for the Review 
and Herald Publishing Association, Seventh-Day Adventists, were 
supposed to appear before the committee. 

If there are no further witnesses, we should very much like to have 
the statements of Mr. Strackbein and Mr. Christian placed in the 
record. 

Unless there is objection, I should like to seek permission to have 
the statements placed in the record at this point, since these gentlemen 
are not here and intended to be here. 

(The statements referred to are as follows: ) 
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STATEMENT OF R. J. CHRISTIAN, CIRCULATION MANAGER OF THE REVIEW AND 
HERALD PURLISHING ASSOCIATION, WASHINGTON, D. C. 


Mr. Chairman and honorable members of the House Committee on Post Office 
and Civil Service, my name is R. J. Christian, manager of the periodical depart- 
ment of the Review and Herald Publishing Association of Washington, D. C. 

My guest with me this morning is Arthur 8. Maxwell, representing the Pacific 
Press Publishing Association of Mountain View, Calif. He is editor of the 
Signs of the Times, one of the largest Protestant weekly magazines in the world. 
Mr. Maxwell is also the author of 50 books including Bedtime Stories, for children, 
that have sold better than 16 million copies, and the Children’s Hour which has 
sold over a million copies. 

This morning it is my privilege to appear before this committce as representative 
of 20 Seventh-Day Adventist publishing houses in the United States, of which I 
shall name only three— the Pacific Press Publishing Association of Mountain 
View, Calif., the Southern Publishing Association of Nashville, Tenn. and the 
Review and Herald Publishing Association of Washington, D. C. 

Last year these church-owned, non-profit publishing houses did approximately 
$10 million worth of denominational printing. 

It is my privilege to come to you in the interest of a large number of church 
publications published here in the United States, publications that will be very 
seriously and perhaps fatally affected should the second-class postal rates, as 
proposed in House bill 2982, be adopted. 

The executive committee of our church has just passed the following resolution: 

“Resolved That the executive committee of the General Conference of Seventh- 
Day Adventists, views with grave concern and alarm the proposal now before the 
Congress for a drastic increase in second-class postal rates, as these new rates 
would affect the publications of this church and other churches, religious bodies, 
and fraternal organizations.” 

I have just returned to Washington, D. C., from a very extended trip during 
which I contacted leaders in the educational and the publishing field, editors, civic 
and church leaders in 26 of our 48 States. 

Mr. Chairman and honorable members of this committee, the democratic 
processes of our Government are being seriously questioned today. Indeed, there 
are those who are beginning to wonder whether or not these representative 
governmental processes can long endure. 

It is my conviction that the founding fathers of this fair land of liberty proposed 
that there should be a ready access of information available to the citizenry of 
this Nation through the channels of the United States Post Office. In fact, the 
first amendment of our glorious Constitution states: ‘‘Congress shall make no law 
respecting an establishment of religion or prohibiting the free exercise thereof; 
or abridging the freedom of speech; or of the press; or the right of the people 
peaceably to assemble and to petition the Government for a redress of grievances.”’ 

Mr. Chairman, these postal rates touch very close to this amendment, for the 
proposed rates constitute an actual and real danger to the freedom of the press by 
imposing burdens and restrictions not hitherto known in this country. 

recognize that the functions of government must be maintained and that 
revenue cannot be imaginary. Nevertheless, Mr. Chairman, I believe there are 
involvements in this proposed postal bill H. R. 2982 that would seriously militate 
against the best interests of the citizenry of our Nation. 

Gentlemen, permit me to call your attention to the fact that religious periodicals, 
as contrasted with commercial publications, do not carry a large amount of com- 
mercial advertising, and therefore could not be expected to meet additional 
postal costs through additional income from advertising. These denominational 
publishing houses which I have the honor to represent do no commercial printing. 
We cannot meet additional postal costs through additional advertising income or 
commercial accounts. We, therefore, pray most earnestly that the present system 
of preferential rates for second-hand class mail be continued and that no radical 
change be made in the present pound rates not applying to religious periodicals. 

We are not selfish in making this request. We believe that a great moral strug- 
gle is being waged in the thinking of men and women, in our Nation at this time. 
This is a most cruciecal hour. Our free democratic way of life is being challenged 
by sinister forces, and the church through its periodicals constitutes a primary 
channel for the bulwarking of the faith of these men and women who are your 
constitutents. 

I am reminded that the ancient prophet, Isaiah, was instructed by the Lord to 
name one of his sons Mahershalalhashbaz, meaning ‘Destruction hasteneth 
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greatly.”’ Gentlemen, if Our Lord were to look down upon this present genera- 
tion He might even so name this our day. These are trying days, when ‘‘men’s 
hearts are failing them for fear,’’ as the Scriptures state. Surely, gentlemen, it is 
a matter of sound governmental policy not to hinder but rather to encourage the 
dissemination of faith in sound cultural, moral, and spiritual values. It is to 
these objectives that the periodicals we represent are dedicated. 

This constitutes my statement, Mr. Chairman, with this summary. The 
magazines we publish are: The Review and Herald, Life and Health, Our Times, 
Signs of the Times, Messsge, Church Officer’s Gazette, Ministry, Journal of True 
Edueation, Our Little Friend, Youth’s Instructor, Sabbath School Worker, 
Liberty, My Bible Story, Listen, Present Truth, and Primary, Junior, Youth, and 
Senior Sabbath School Lesson Quarterlies. The publications we print are 
produced in a number of foreign languages; namely, Bohemian, Danish-Nor- 
wegian, Dutch, Finnish, German, Greek, Hungarian, Italian, Japanese, Polish, 
Portuguese, Rumanian, Russian, Serbian, Slovakian, Spanish, Swedish, Ukrainian, 
Yiddish, and Yugoslavian. They carry no commercial advertising nor are they 
profit-earning publications. 

Our second-class postage last year was in excess of $145,000. This vear it will 
be over $160,000, not allowing for any increases. 

Many of our subscriptions are contracted for 5 years in advance. No price 
adjustment would be possible on these thousands of accounts. Therefore we feel 
the proposed postal rate is virtually confiscatory in nature. 


Mr. Karsten. If there are no further witnesses this morning, the 
committee stands adjourned, until 10 o’clock, April 3. 

(Thereupon, at 11 a. m., the committee recessed, to reconvene at 
10 a. m. Tuesday, April 3, 1951.) 
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TUESDAY, APRIL 3, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post OFrrice AND CIVIL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman), presiding. 

The CHatrMan. The committee will be in order. 

Mr. Miller. 

Mr. Mitier. Mr. Chairman, I have a resolution from the Senate 
of the State of California, protesting the passage of H. R. 2982. I 
wish to make it a part of the official record. 

The CuarrMan. The resolution will be included in the record. 

(The resolution referred to is as follows:) 


[From Journal of the Senate of the State of California, March 21, 1951, p. 695] 


SENATE RESOLUTION No. 96 (RELATING TO THE MEMORIALIZING OF THE CONGRESS 
oF THE Unirep States To Resecr H. R. 2982, ReLtatrive ro Seconp Crass 
MaILinc Marrer) 

‘‘Whereas the second class department of the United States Post Office was 
established more than a century ago for the purpose of providing a means of 
conveying news and intelligence concerning its Government to the electrorate 
in the most economical manner; and 

‘Whereas, in H. R. 2982 now pending before the Congress it is proposed to 
increase second class postal rates as much as 300 percent; and 

‘Whereas, it is most desirable to protect this historical concession to the reading 
public, and that post office deficits be met in accordance with accepted and 
recognized business procedure in line with already recommended reforms: Now, 
therefore, be it 

“Resolved by the Senate of the State of California, That the Congress of the 
United States be memorialized to reject H. R. 2982; and be it further 

“Resolved, That the secretary of the senate be instructed to send a copy of this 
resolution to the Congress of the United States, and to each member of the 
California Delegation thereof.”’ 

Resolution read and, on motion of Senator Gibson, adopted. 

The CuarrMan. This is a continuation of the hearings on H. R. 2982 
a bill to increase certain postal rates. 

At the last hearing, two witnesses were called, but were not available 
to testify. One of them, Mr. R. J. Christian, circulation manager for 
the Review and Herald Publishing Association, Seventh-Day Advent- 
ists, has supplied a statement for inclusion in the record. 

Mr. O. R. Strackbein, legislative representative of the International 
Allied Printing Trades Association, Washington, D. C., the other 
witness who was not present, is here this morning and will be permitted 
to make his statement in a few minutes. 

The committee has received statements from witnesses who had 
requested to testify, but in lieu of presentingoral testimony, they have 
decided to file statements for the record. 
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These statements will be included in the record at this point and 
are from Father Nicholas H. Wegner, director of Father Flanagan’s 
Boys’ Home, Boys Town, Omaha, Nebr.; James P. Hoekzema, editor 
of The Farmers Guide, Huntington, Ind.; Leslie A. Watt, president of 
the Watt Publishing Co., Mount Morris, Ill.; R. W. Thiel, secretary, 
treasurer of the National Association of Advertising Publishers, Wells- 
ville, N. Y.; John C. Lynn, associate director of the Washington Office, 
American Farm Bureau Federation; Mrs. James B. Patton, president 
general of the National Society, Daughters of the American Revolution, 
and Karl H. Theising, chairman of the Middle Atlantic Newspaper 
Conference, Syracuse, N. Y. 

(The statements referred to are as follows:) 


STATEMENT OF FatTHEeR NicHoLtas H. WreGNer IN BEHALF OF Boys Town 


Mr. Chairman and members of the committee, my name is Father Nicholas H. 
Wegner. I am the director of Father Flanagan’s Boys’ Home, at Boys Town, 
located 10 miles west of Omaha, Nebr. I also reside at Boys Town. 

I am mindful of the difficult problem which faces this committee in regard to 
the great postal services rendered to all American citizens, and it is indeed a 
privilege to be allowed to bring vour committee certain facts regarding the effect of 
the legislation under your consideration upon a charitable and educational 
endeavor such as Boys Town. 

First, may I briefly describe the nature and scope of our work: Father Flanagan 
founded his home 35 years ago, in 1917, in a rented house in the city of Omaha, as a 
haven for homeless, destitute boys of all races and religious creeds, who had no 
other place to go. Because the demand was so great this building, as well as a 
larger one which he subsequently occupied, were soon overcrowded. In 1919 he 
purchased a 160-acre farm west of Omaha, where there would be plenty of room to 
expand as the need required and the means permitted. 

Boys Town is a home-school-city comprising 1,160 acres of land, improved with 
buildings which, until 2 vears ago, provided accommodations for 500 boys. These 
buildings consist of four apartment buildings, each providing a home for 125 boys; 
a dining hall, an infirmary, an academic school, a trade school, a gymnasium, a 
chapel, a central power house and laundry, and the necessary farm buildings to 
operate our farm and dairy. Several cottages were also built for the accommoda- 
tion of the personnel whose work requires their residence at Boys Town. 

About 2 vears ago we completed a building project which provides facilities for 
500 additional bovs, or a total of 1,000. The buildings enumerated above are de- 
voted to the care, training and education of 500 boys of grade-school age, while the 
new addition provides similar facilities for 500 bovs of high-school age. The new 
buildings consist of 25 cottages, each to house 20 bovs; a high school, a trade 
school, a dining hall, a field house, an auditorium, and an administration-post 
office building. 

These new buildings were added because, during the past several vears there has 
been a constant increase in the number of yvoung boys—boys of grade-school age— 
who have been left homeless. Some are our youngest war casualties—boys 
orphaned by war, or abandoned by war’s broken families. Others are youngsters 
whose parents have deserted them, or who have been so neglected and mistreated 
that someone must provide for them. 

More than 6,000 bovs of every race and religious creed, and from every section 
of the country have come to Boys Town. Some, because of neglect, have been in 
trouble far beyond their years, but at Boys Town they begin life all over again. 
We maintain our own grade school, high school and trade school, staffed by quali- 
fied lay teachers, and accredited by the Department of Education of the State of 
Nebraska. Our trade school is one of the finest and best equipped in the country, 
and every boy in addition to receiving a high-school education, is taught to earn a 
living with his hands. The boys govern themselves by electing their own officials, 
which teaches them the privileges, benefits and responsibilities of living under our 
democratic form of government. 

The boys who graduated from Boys Town last summer, came from 29 States 
and spent an average of 4 vears and 2 months each there. 

The work which Father Flanagan inaugurated, and which I am carrying on, is 
more than just a single isolated phenomenon in the treatment of juvenile delin- 
quency. Inasense, we are a sociological pilot plant which has developed methods 
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and procedures for dealing with a national problem involving hundreds of thou- 
sands of boys. What we have developed at Boys Town has become the pattern 
for many public and private agencies who have followed the philosophy which 
Boys Town has pioneered and American citizenship has been enriched as a result. 
Also, our work has been preventative—checking delinquency and directing the 
energies of our youth along constructive lines so that much delinquency has been 
averted and prevented. a 

As further evidence of the acceptance of our work, may I add that our Govern- 
ment requested my predecessor, Father Flanagan, to go to Japan in 1947 to advise 
with our military and civil authorities regarding the best methods to adopt to 
properly care for the thousands of homeless children there who were the victims 
of World War II. The following year they also sent him on a similar mission to 
Europe. It was while he was thus serving our country on this assignment, that 
he passed away in Berlin. 

Today our work at Boys Town faces the possibility of being seriously curtailed 
if the proposed increase in third-class postal rates is adopted. Boys Town is solely 
dependent upon the voluntary contributions from the public, solicited each year 
through third-class mail. Our donors contribute in modest amounts, and we 
must rely upon the continued interest of thousands of citizens of all creeds and 
political affiliations for support. We believe that this is highly desirable since 
Boys Town’s work is educational on the broadest possible level, and it would be 
a mistake for it to exist on a few large contributions—even if these were avail- 
able—rather than small contributions from the many. The broader our support, 
the more familiar the public becomes with our program. And, not the least 
important function of our wide mail solicitations is the securing of information 
regarding homeless boys who should be at Boys Town. 

With the proposed doubling of the third-class postal rate, approximately 
$250,000 would have to be spent in additional postage if we are to maintain the 
current volume of mail. This increase leaves us with two negative possibilities: 
first, to reduce the volume of mail which we send out, or second, to mail the same 
quantity as in previous years and reduce our services to the extent of a quarter of 
a million dollars. In either case, Boys Town will be materially affected, and the 
entire effort of solving delinquency throughout the country will suffer. 

I must stress the fact that the trend of charity and voluntary contributions at 
this time is down. This is not only true of Boys Town, but other educational 
organizations and organizations interested in public health, medical research, 
disabled veterans, crippled children, have, I believe, stressed this fact before your 
committee. Though I am here solely to represent Boys Town, I must draw your 
attention to the general effect which an increase in third-class mail would have 
upon the entire scope of voluntary philanthropic endeavors throughout the 
United States. Those groups which solicit by third-class mail would be affected 
in an exactly similar manner as Boys Town. 
hy I know that the suggestion was made that perhaps a special exemption could be 
accorded to philanthropic and welfare organizations in the event of an increase in 
third-class mail. Such an exemption should, I feel, be looked upon as a last resort 
since it would involve placing our organization in a special category where we, and 
others like us, would have to qualify, year after year, for special dispensation from 
the Post Office Department. Therefore, we feel that it would be most desirable 
if the third-class rate could be maintained at its present level. 

I do not pose as an expert on the intricate fiscal problerns of the Post Office but 
I do know that a significant percentage of third class mail consists of letters from 
organizations such as Boys Town, the Tuberculosis Institute, the March of Dimes, 
the Disabled War Veterans, the Heart and Cancer appeals, and the appeals of 
church organizations of all denominations. Among the various postal services 
third class mail has become the educational and philanthropic medium and it 
would be a grave step with the most serious social consequences if this category 
were to be made prohibitive. The proposed increase would virtually eliminate the 
use of third class mail by many organizations and thereby throw an additional 
burden upon the taxpayer through the elimination of valuable community 
services, and I am certain that such is not the desire of this committee. 

In closing, I would like to add that our Boys Town post office is a first class 
office, depending entirely on our mailing for its income. This income is increased 
very substantially because practically the entire receipts from first-class mail is the 
direct result of our third-class mailings. 
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SraTEMENT oF Mr. JAmes P. Hoexzema, Epiror, THE Farmers Guvutpe, 
HuntTIneToN, INp. 


Mr. Chairman and members of the committee, as a farm editor, I can appreciate 
the importance of having a balanced budget. The Post Office Department should 
be no different, in that respect, than any other department, or any other organi- 
zation. 

Costs of everything have increased and it is logical to expect that postal rates 
will go up some. However, I believe that special consideration should be given 
to the farm papers for the following reasons: 

1. Farm papers are educational and provide the millions of farmers in the 
United States with the latest and best information. Farm papers work very 
closely with the United States Department of Agriculture and with the State 
experiment stations. They act as the link between the experimental and the 
practical producer. A survey made by the USDA indicated that time spent by 
county extension agents in preparing material for papers to go into farm homes 
was the most efficient method of disseminating information. 

2. At the present time there is a great need for increased food production. 
Farm machinery, fertilizer, labor, ete., are not too plentiful so it will be the duty 
of the farm papers to see that all resources are used most efficiently. Farm papers 
wil! do their work. 

3. Farm papers have a unique place in the economy of the Nation. They 
are needed by the farmers, many of whom do not receive as large a share of the 
national income as they should. These lower-income farmers need the information 
the most and are likely to be the first to stop taking the paper if subscription rates 
are increased. 

4. Many magazines are sold on newsstands and the increase in the postal 
rates would not affect their circulation like it would with the farm papers, prace 
tically all of them being sold and delivered on the rural routes. 

5. In our own case the subscription price is the same that it has been for many 
years. Our advertising rates have increased only 20 percent in the last 30 years 
ormore. It has been $1 a line for as long as anyone can remember here. In 1923 
and 1948 the rate was raised to $1.20 per line but this is the only increase we have 
had in income and expenses have increased greatly in every department. 

6. Farm papers should stand an increase in postal rates, but we hope that it will 
not be any more than our increase in advertising rates, that is 20 percent. 

7. We also believe that each department of the Government should be self- 
contained. Let each department pay its own postal bills. Charge the Agriculture 
Department, the State Department, and all the departments of the Government 
for what mail is now franked and we think that the Postal Department would not 
be running in the red, the way it has been. 

I would appreciate due consideration of the above material. 





STATEMENT OF Watt PUBLISHING Co. IN OPPOSITION TO SECTIONS 2 AND 3 OF 
H. R. 2982 


My name is Leslie A. Watt. Iam president of Watt Publishing Co., publishers 
of specialized farm magazines. While I am not appearing personally before your 
committee I wish to file this statement for the record. 

Three of our publications most seriously affected by the proposed rates in 
H. R. 2982 are: 

Poultry Tribune: Circulation of 480,000 among farm poultry raisers in the 
41 States east of the Rockies. 

Pacific Poultryman: Circulation of 55,000 among farm poultry raisers in 
the seven far Western States. 

Turkey World: Circulation of 20,000 distributed nationally to commercial 
farm turkey growers. 

In 1950 the combined postage on these three publications was as follows: 


Pr am ee ee eccuwnlcwcceses Be ee ee 
Third class (bulk permit)__.._....------------- 26,916. 57 
Total second and third class____________- 76, 937. O1 


H. R. 2982 would increase second-class rates 50 percent the first year, 75 percent 
the second year, and 100 percent the third year. Third-class bulk-permit rates 
would be increased 100 percent at once. 
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The amount of the postage increases on these three publications would be: 





| : | 
First year | Second year 
~ | 





Third year 





Ee eee eee eee or eee ee eee eee ° ‘ 25, 010. 22 | 7, 515. 33 $50, 020. 44 
Third class. ----...-.- aout EE RE ORY MEF RARE OTE IE 26, 916. 57 26, 916. 57 26, 916. 57 





Total increase ---- -- Stiiknctdbncdwcs bite tadilaslaed 51, 926.79 | 64, 431. 90 76, 937. 01 








The amount of the increase the first year is more than the net profit in 1950 on 
these three publications. By the third year, the increases would amount to 
approximately 160 percent of 1950 profit. 

The statement has been made by the Postmaster General and others that 
publishers have paid increases in all other costs so they should be able to pay 
more postage. While it is true that other costs have advanced steadily in the 
past 10 years, at no time has any supplier—other than the Post Office—asked 
for a 50 percent increase in 1 year. 

As an example of what has happened to publishing costs in the past 10 years 
let me cite some figures on Poultry Tribune. 


Comparing 1950 to 1940: Percent 
Paper and printing costs per thousand pages increased _ _ _ . 88 
Advertising rates per page increased only_____--_-___- ars — 11 
peecrcion trteee inicteesed = 8  _. =... 100 


The increase in subscription prices did not provide any margin to meet increases 
in paper and printing costs. Subscriber resistance to the higher prices was so 
great that increased sales costs completely offset increased subscription revenues. 
The only reason it was possible to pay these increased production costs with 
only an 11 percent increase in advertising rates was because advertising linage 
expanded 77 percent within this deeade. 

Poultry Tribune has paid an increase of 33 percent in postage’ costs per copy 
from 1940 to 1950. The per copy cost was 0.6 cent in 1940 and 0.8 cent in 1950. 
So the Post Office Department has obtained increased revenue from second-class 
mail over a period of 10 years—caused solely by the volume of advertising in 
publications. 

The outlook in 1951, however, is not bright. Advertising linage in Poultry 
Tribune for the first quarter is down 17 percent compared to the first quarter of 
1950. An advertising rate increase of only 6 percent is effective with the April 
1951 issue. The point of diminishing returns has been reached. 

We believe that any further increases in subscription prices or advertising 
rates to pay for increased postage rates would accelerate the present decline in 
volume. Major losses in circulation and advertising linage would result from any 
further increases in subseription or advertising rates. 

The Department of Agriculture deficit (costs less revenues) is well over $1,- 
000,000,000 a vear. Yet no one is suggesting that it should be met by a direct 
tax of the farmers. 

The Post Office Department deficit (costs less revenues) is approximately one- 
half billion dollars a year. Users of the mails are paying three-fourths of the 
cost of operating the Department. The deficit amounting to one-fourth of total 
cost is paid from general taxation. Certainly every one in America benefits from 
the Post Office Department. 

If a Department of Agriculture deficit of more than $1,000,000,000 a year is 
met by taxation, what is wrong with a post office deficit half as large paid from 
taxes? 

Attached to this statement is an analysis of Post Office Department expenditures 
compiled from the Cost Ascertainnfent Report for the vear 1949. According to 
the report the deficit in second-class mail was over $185,000,000. This, however, 
does not mean that the Post Office Department could save $185,000,000 if it did 
not handle second-class mail. 

The Post Office Department has a monopoly on first-class mail. No one else 
may carry it. But there are competitive systems of distribution available for 
second class. The rates proposed in this bill may easily result in many magazines 
removing their distribution from the post office in favor of a less expensive carrier. 
The proposed rates instead of doubling revenue might easily produce less revenue. 

Because the Post Office Department has a monopoly on first-class mail, isn’t 
it logical to assume that first class should bear all of the basic overhead cost of 
operating the Department? Then second, third, and fourth class should each be 
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mye only with the extra costs ineurred in handling them over and above 
rst class. 

All salaries to basic personnel should be charged to first class. Only the salaries 
of additional personnel put on to handle second, third, or fourth classes should be 
charged to those classes. 

Rent should be charged not on a pound or piece basis, but on the basis of addi- 
tional ie feet of floor space required to handle these deferred classes of mail 
over and above the space required for first class. 

Consideration should be given to priority of service. First class gets preferred 
handling. Second and third class are often handled as ‘‘fill in’? work. 

The most glaring example of unfair charges to second class in the cost ascertain- 
ment report is for rural delivery service. Nearly $50,000,000 or one-third of the 
total cost of operating the R. F. D. system is charged to second class. That’s 
more than the charge to first class for rural delivery. Suppose all second-class 
were removed from rural delivery. Those carriers would still drive as many 
miles and service as many R. F. D. boxes. They would have fewer pounds and 
pieces of mail to deliver but we doubt that they would collect 1 cent less pay. 

The telephone and telegraph companies charge a lower rate at night than dur- 
ing the day for use of the same facilities. Does the Post Office Department recog- 
nize preferred handling of first class and deferred handling of second class in its 
cost allocations of transportation and railway mail service? We believe the 
charges against second class on the attached schedule are far greater than out-of- 
pocket costs. 

May we suggest that your committee demand from the Postmaster General 
detailed figures for each appropriation title on the attached schedule, showing the 
amounts which could be saved if second class were removed from the mails? 
Such an attitude toward Post Office accounting would, we believe, result in trans- 
ferring at least $175,000,000 of cost from second class to first class. 

Watt Publishing Co. makes extensive use of bulk permit to send subscription 
sales letters to farmers. These mailings normally weigh about 30 pieces to the 
pound. We now pay the minimum of | cent each, but that amounts to 30 cents 
per pound. 

At present the bulk permit rates are 14 cents per pound with a minimum of 
1 cent each. This bill does not disturb the 14 cents per pound, but doubles the 
minimum to 2 cents per piece. On this basis we would be paying 60 cents per 
pound whereas other third-class users with heavier mailings would pay only 14 
cents per pound. 

To enjoy the present minimum rate of 1 cent per piece, the mailer must carefully 
sort and tie the mail before it goes to the post office. In fact we fill and label 
the mail sacks. The only handling cost on this mail at our local post office is 
weighing the sacks. The individual pieces of mail are not touched by local 
postal employees. 

Compare the handling with miscellaneous third-class mailings of less than 200 
pieces at one time. On these the present minimum rate is 2 cents. The local 
post office employees must do all of the sorting and dispatching. 

On bulk permit—1 cent per piece—mail there is practically no labor cost to 
the Post Office Department at point of mailing. 

On miscellaneous third class—2 cents per piece—mail there is sorting both at 
post office where mailed and post office from which delivered. 

Because the mailer does so much preparatory work for the post office on bulk 
permit mail there is ample justification for the 1 cent per piece rate on it com- 
pared to the 2 cents per piece rate on miscellaneous third class. Yet the rates 
proposed in this bill would make the 2-cent minimum apply equally to both types 
of mailings. 

A more equitable way of increasing revenue from third-class bulk permit would 
be to change the pound rate from 14 cents to 18 cents, but maintain the I-cent- 
per-piece minimum which already is yielding’30 cents per pound. 

In conclusion, Watt Publishing Co. opposes sections 2 and 3 of H. R. 2982 
because— 

1. Amount of increase in postage during first year would wipe out all 
rofit. 
" 2. Subscription prices and advertising rates already have been raised to 
the point of diminishing returns. 
3. The Post Office Department is both a business and a service institution. 
Present distribution of costs with 75 percent paid by mail users and 25 per- 
cent by taxation is all right when compared to Department of Agriculture. 
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4. Cost ascertainment report should not be used as basis for rate making. 
It does not reveal true out-of-pocket costs of handling second- and third- 


class mail. 


As a substitute for sections 2 and 3 of H. R. 2982 we recommend: 


1. 
years or a total of 30 percent. 


An increase in second-class rates not to exceed 10 percent a year for 3 


2. An increase in bulk permit third class from 14 cents to 18 cents per 
pound—approximately 30 percent—but with no change in the 1 cent per 


piece minimum. 


3. An increase in first class from 3 cents to 4 cents per ounce. 
These proposals would increase rates on all three classes of mail approximately 
30 percent and not disturb the present differentials which have existed for many 


years between classes. 


Analysis of total Postal Department expenditures and revenue to show portions allo- 
cated to first and second class mail } 





Appropriation titles 


Total expen- 


; | 
Portion to first class 
| 











Compensation to Postmasters - - 
Compensation to Assistant Postmasters. - ___. 
Clerks, first and second-class post offices__ 
Clerks, third-class post offices 
City delivery carriers_____ eer eer tee 
Village delivery service __- 
Clerks, contract stations_.____..-...-...-._- . 
Separating mails_--_........--..-. Keadesseced 
Unusual conditions..___.............-.......- 
Rent, light, power, se "fra 
~ iscellaneous item 
Carfare and bicycle allowance.......__...___- 
Detroit River postal IED ick -kmcdescivadd 
Special delivery service. ___- Shvciicanmeana th 
Commissions, money order fees ___ ans 
Other expenses, money orders. ..._-......__.- 






Operating force for public buildings. - - . 
Operating supplies for Tar ne. 
Furniture, carpets, and safes__ - _- 








Subtotal 
Distribution of stamp expense ‘. e 
Credit for stamp —* included in | appro- 

priate titles . | 


Total Post Office service 
Transportation Dl A aCe abate RES ADT pe 
Railway mail service. -.__- 
Rural delivery - di 
Miscellaneous (indemnities, equipment and 

supplies, ete.) ‘ 
General overhead and adjustments (for break- 
down see schedule attached) -............._- 


Grand total expenditures. __...._____- 
Revenue (74 percent of cost)............._._-. 





Expenditures in excess of revenue---__. 


Percent expenditures in excess of revenue -___- 








37. 637 


7 | 35.639 | 
| 56.855 


7. 928 
31. 208 
29. 005 
10. 963 
32. 331 


| | 
Percent 


29 314 | 


i= 756 


| 


Portion to second 





Amount 


| $15, 998, 474 
1, 269, i58 
39, 057, 746 
5, 072, 847 
53, a4l, O81 
77, 364 
None 
33, 270 
6, 154 
1, 942, 173 
405, 702 
424, 838 
1, 603 | 

88, 928 


None |-_... 


None 


499, 788 
None 


| -- 
3, 080, 632 | 

| 

| 


121, 299, 758 | 
173, 875 | 


121, 473, 633 
37, 010, 310 | 
16, 151, 218 
49, 700, 924 | 


1, 813, 789 
3, 259, 595 | 


229, 409, 469 
43, 560, 764 | 


|Percent 


15. 488 
8.942 
6. 096 

15. 735 

13. 595 

21. 480 


22. 091 
22. OV4 
12. 887 
13. 378 
12. 863 
12. 824 

. 576 


9. 435 
7. 737 
11. 906 
32. 527 


4.153 
590 


10. 


776 
2. 761 


(82, 064 1, 790)| (4 890) | 185, 848, 705 33.72 


ditures 
Amount 
“ d 
} 
oP atid al $103, 293, 150 | $24,911,437 | 
14, 192,703 | 4, 147, 036 | 
640, 747,995 | 244, 624, 959 | 
32, 239.013 | 7, 201, 308 | 
392, 360, 759 | 164, 724, 152 | 
360, 172 | 164, 267 | 
3, 336, 074 None | 
150, 601 30, 318 | 
27, 857 5, 608 | 
15, 082,137 | 2, 273, 658 
Enns ip lla lll 3, 032, 586 | 478, 398 
3,302,890 | 1,397, 242 
12, 500 1, 332 | 
15, 436, 533 401, 294 
78, 867 None 
67, 107 None 
53, 172,357 | 7, 357,610 | 
PME 9,324,689 | 1, 142, 338 | 
708, 819 | None ie 
I 
1, 287, 526, 809 | 458, 860, 957 | 
45, 258,441 | 25, 731,651 
(45, 258, 441) None | 
|j-—___—— —- oe 
+e ee ear 1, 287, 526, 808 om, 592, 608 | 
478, 374,189 | 37,924, 556 | 
Hedge hikes 135, 658,552 | 42, 458, 156 | 
152, 800,000 | 44,320,014 | 
43, 670,577 | 4, 787, 426 
30 779, 984 9, 951, 486 | 
2, 128, 810, 111 | 624, 034, 246 | 
1, 57, 680, 583 | 706, 098, 955 
551, 129, 528 
34. 933 qi 622)| 





1 Compiled from U. 
90, 99, and 100. 


STATEMENT OF JOHN C. Lynn, 





AMERICAN FarM BureAvU FEDERATION 


| 


S. Post Office Department Cost Ascertainment Report for 1949, tables 50, 60, 70, 80, 


AssociaTE DirecToR, WASHINGTON OFFICE, 


Chairman Murray and members of the committee; The position of the American 
Farm Bureau Federation with regard to increased postal rates and the reduction 
es has been expressed before your 
1. R. 2982, now being considered 


of the size and weight limit of parcel- 


post packa 


committee during the Kighty-first Congress. 
by your committee, provides for postal rate increases in all classes of mail except 


fourth class (parcel post). 


We understand that the Interstate Commerce Com- 


mission will soon reach a decision with regard to this class of mail and that the 
recommendations of the Postmaster General to the ICC probably will be approved. 
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This reduction of size and weight limit of parcel-post packages, coupled with the 
increase of rates, will work a hardship on farmers, because farmers in most areas 
are especially dependent on this service. 

We are aware of the fact that the Post Office Department is now managed at 
& deficit of some $521 million annually. In our previous statement with regard 
to adjustment in postal rates, we recommended that more efficiency could be 
obtained in the operation of the Post Office Department and suggested that the 
recommendations contained in the Hoover Commission Report be utilized in 
this connection. We still maintain that if the recommendations of the Hoover 
Commission were fully implemented a substantial part of this present deficit 
could be eliminated. ‘ 

We know that many of the present postal rates have been in effect for a number 
of years, and have not kept pace with the increased cost of handling mail. We 
firmly believe that the free flow of information through the mails, which has 
been possible through the vears, has contributed greatly to the preservation and 
advancement of our democratic form of government. We would hate to see 
Congress take action with regard to increased postal rates that would diminish 
this flow of wholesome information now being distributed through the United 
States Post Office Department. 

We recognize the fact that the present postal rates have been a direct subsidy 
to many publications and feel that many of the commercial-type publications 
are now in position to pay a greater portion of the post-office costs for han- 
dling such publications. 

All major departments of Government are set up to serve the people. None 
of the major executive branches of the Government are operated with the policy 
in mind of making them self-supporting. Nevertheless, we favor economy in all 
Government operations, and urge that expenditures be reduced to the minimum, 
and the Post Office Department should be operated with maximum efficiency in 
order to render the greatest service to the greatest number of people. We feel, 
however, that there will continue to be a deficit in the operation of the Post Office 
Department, as is true in other major Government agencies. 

We believe that the rates proposed for second-class mail in H. R. 2982 will 
work undue hardships on nonprofit organizations. Therefore, we recommend 
that consideration be given to exempting non-profit-organization publications 
from the drastic increases provided for in this bill. We emphasize that there 
must be a distinction made in the determination of postal rates between commer- 
cial publications distributed for profit and those distributed as a service by volun- 
tary organizations, such as ours, which are making an effort to disseminate whole- 
some information with the aim of contributing to the general welfare of America 
and the democratic processes. 

The American Farm Bureau Federation has two publications—the weekly 
News Letter, distributed to some 35,000 Farm Bureau leaders throughout the 
United States, and the Nation’s Agriculture, distributed 11 times each year 
to some 1,449,000 farm families. Both of these publications are now being sent 
as second-class matter. The Nation’s Agriculture is being subsidized by the 
American Farm Bureau Federation because we believe that the information con- 
tained in this publication is of value to the membership of the federation with 
regard to current issues and other matters which stress the responsibility of 
citizenship and Americanism. Under the proposed increased rates for second- 
class mail, as provided for in the legislation now under consideration by your 
committee, it would be necessary to double the present subsidy for these publica- 
tions because this proposed legislation would increase second-class mail 50 percent 
above the present rates on the passage of this bill plus 25 percent each year for 
two succeeding years. 

We believe that some postal-rate adjustments may be necessary in order to 
keep pace with the increased cost of operating the Post Office Department. 
However, we feel that the passage of this bill, in its present form, would be unduly 
discriminatory for religious, educational, scientific, agricultural, labor, or fraternal 
organizations or associations not organized for profit and organizations where net 
income does not go to benefit any private stockholder or individual. 
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STATEMENT OF R. W. Ture, SECRETARY-TREASURER, NATIONAL ASSOCIATION 
or ADVERTISING PUBLISHERS, WELLSVILLE, N. Y. 


PURPOSE 


The purpose of this brief is to establish a classification and equitable mail rate 


for the handling of shoppers. 
INTRODUCTION 


Shoppers are set up as low-cost controlled circulation, free-distribution advertis- 
ing media through which local retail merchants may reach their potential cus- 
tomers. In many areas, these papers are the sole practical means of local 
advertising. 

The shopper operation originated many years ago. As a specialized form of 
yublication, they were too few in number to require special consideration by the 
Post Office Department. Since the war, however, their growth has been rapid 
and it is felt that a special classification is now warranted. 

The National Association of Advertising Publishers is composed of 101 member 
yublishers of daily, weekly, and monthly free-distribution advertising papers. 
Tn the trade these papers are known as ‘shoppers’ or ‘‘penny savers.” In 
general, they serve rural and suburban areas. All are privately owned. Some 
carrv nonadvertising matter; most do not. 

The association knows of more than 400 existing shoppers throughout the 
United States. Since the association is quite young, it is probably safe to assume 
that there are at least another 400-odd papers of this type of whom we are not 
yet aware. 

The known shoppers have an estimated weekly circulation in excess of 1,600,000 
copies. According to accepted formulas, they thus have some 5,500,000 readers. 
They serve approximately 50,000 merchants. If our estimate as to the number 
of unknown shoppers is at all close, these figures would of course be doubled. 

The data contained herein is based on detailed survey sheets provided by the 
N. A. A. P. membership. In discussing nonmember papers of similar type, 
simple arithmetic progressions have been used. We feel this is sound since our 
membership is sufficiently large and dispersed as to represent a dependable cross 
section of the industry as a whole. 

It should be emphasized here that these papers are strictly local in character 
and coverage. Even in our most thinly populated areas, circulation seldom 
exceeds a radius of 40 miles from the point of mailing. 


CURRENT MAILING PROCEDURE 


At the present time, shoppers are mailed as third-class matter under section 
34.66 Postal Laws and Regulations. They range in size from 6 to more than 
50 pages. Thus they are handled as circulars or catalogs, according to size. 

Shoppers are presented to the several post offices in the most convenient form 
for distribution. Where foot deliveries are in effect, the papers are usually tied 
out in the order of distribution. Rural-route copies are also bundled so that the 
carrier merely chooses the correct bundle and distributes from the top of the 
pile down. Sorting and racking are thus reduced to a minimum of effort or 
completely eliminated. 

As pointed out in the introduction, distribution is over nearby areas. Rail and 


trucking costs are nominal. 
COMMUNITY VALUE AND RELATIVE POSITION OF SHOPPERS 


The actual usefulness of shoppers to both the retailer and consumer has been 
proved over and over again through the use of test advertisements, reader-par- 
ticipation activities, etc. The fact that the same merchants use our papers week 
after week, is fair indication of our productivity and value to the community. 

Insofar as advertising and business promotion are concerned, the shopper pro- 
vides services directly parallel to those of newspapers and controlled circulation 
publications, as now defined in postal law. 
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In view of these similar services, it would seem that mail rates should be estab- 
lished which will be equitable to these three media and which will not subsidize 
one medium at the expense of the other. 

The newspaper, with second-class mailing privileges, enjoys a rate which is just 
° — part of that currently paid by the shopper and controlled circulation pub- 
ication. 

Naturally, we are not competent to discuss actual mail handling costs. How- 
ever, we note that a rate of 1 cent each or 10 cents per pound is currently 
considered adequate for the handling of other forms of controlled circulation 
media, all without restriction as to mailing distance, etc. If this is correct, we 
can reasonably assume that the same rate will be more than adequate for the 
handling of shoppers. 


SHOPPER OPERATION UNDER THE PROPOSED RATES 


Shoppers are definitely “small business.” Unit profits are low in order to pro- 
mote a volume of advertising. Mailing charges now amount to one-third to one- 
half of our total production costs. If third-class mail rates are inereased as antici- 
pated, the average shopper will not be able to meet this added cost. Many will 
be forced out of business and deprived of the opportunity of earning a livelihood 
at their chosen work. The merchants of an equal number of towns will be de- 
prived of an effective advertising medium. The surviving papers will be able to 
fa in business by qualifying as controlled circulation publications, as now 

efined. 

To achieve this, they will have to add a number of pages of nonadvertising ma- 
terial to meet the required advertising to nonadvertising ratios. Page dimensions 
will be decreased by the operator of the small paper as a means of achieving the 
necessary 24-page minimum. 

The net effect of these changes will be largely negative. We will have to pur- 
chase and process increased quantities of paper in order to meet the nonadver- 
tising requirement, for our individual advertising level. This will, of course, 
represent added cost to the publisher and/or advertiser. It will needlessly aggra- 
vate the already critical paper shortage. 

The Post Office Department will also experience a negative benefit. There 
will be no unit gain in revenue. It will just be a case of handling more pounds at 
the current rate per pound. 

SUMMARY 


1. Shoppers provide services which are important to the community. 

2. There is now justification for establishing a special classification in the 
postal laws to cover the mailing of media commonly known as shoppers. 

3. Since shoppers are similar in usage and purpose to local newspapers and 
controlled circulation publications, the mail rate structure should be compatible 
in regard to these three. 

4. The proposed unit and pound rates for controlled circulation publications 
are equitable and fair to both the shopper publisher and the Post Office Depart- 
ment. 

5. The requirements of 24 page and 25 percent nonadvertising minimums will 
have an adverse effect on the shopper publisher and the present paper supply 
situation. They will have no constructive value to the Post Office Department. 


PETITION 


We respectfully petition that the section of H. R. 2982 relating to controlled 
circulation publications be amended as follows: Add ‘‘Provided, That advertising 
publications of essentially local circulation shall be accepted under this section 
without regard to the number of pages or the percentage of advertising matter 
contained in same.” 

It is suggested that the term “‘local circulation” be broadly defined, due to the 
manifold differences in population densities. This will tend to be self-regulating 
in actual practice since the merchant obviously will not pay for circulation which 
is nonproductive. 
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STATEMENT OF Mrs. JAMEs B. Parton, PREsIpDENT GENERAL, NATIONAL SOCIETY 
DAUGHTERS OF THE AMERICAN REVOLUTION 


Mr. Chairman and members of the committee, the National Society Daughters 
of the American Revolution, respectfully desires to register a protest herewith in 
regard to proposed legisiation now before your committee for substantial increases 
in postal rates, particularly pertaining to second-class and third-class mail. 

his society was incorporated by an act (H. R. 3553) passed at the first session 
of the Fifty-fourth Congress of the United States and signed by President Grover 
Cleveland on February 20, 1896. 

It is a patriotic organization and its objectives are— 

(1) To perpetuate the memory and spirit of the men and women who 
achieved American independence, by the acquisition and protection of histor- 
ical spots, and the erection of monuments; by the encouragement of historical 
research in relation to the Revolution and the publication of its results; by 
the preservation of documents and relies, and of the records of the individual 
services of Revolutionary soldiers and patriots, and by the promotion of 
celebrations of all patriotic anniversaries. 

(2) To carry out the injunction of Washington in his Farewell Address to 
the American people, ‘‘to promote, as an object of primary importance, 
institutions for the general diffusion of knowledge,”’ thus developing an en- 
lightened public opinion, and affording to young and old such advantages es 
shall develop in them the largest capacity for performing the duties of Amer- 
ican citizens. 

(3) To cherish, maintain, and extend the institutions of American free- 
dom, to foster true patriotism and love of country, and to aid in securing for 
mankind all the blessings of liberty. 

At the present time the organization has a membership of approximately 
169,265. It has 2,680 chapters located in the various States and the District of 
Columbia, and also outside the continental limits of the United States in Alaska, 
Canal zone, China, Cuba, England, France, Hawaii, Italy, Philippine Islands, 
and Puerto Rico. 

The daughters of the American Revolution is a nonprofit organization and un- 
der its charter it renders a report annually to the Secretary of the Smithsonian 
Institution concerning its proceedings and said Secretary shall communicate to 
Congress such portions thereof as he may deem of national interest and importance. 

The Daughters of the American Revolution publishes a national magazine, and 
various kinds of National and State bulletins. The Daughters of the American 
Revolution magazine is issued monthly to members at a yearly subscription rate 
of $2. It contains articles and pictures of particular interest to DAR members 
and also contains information concerning the various activities of the national 
society. The magazine carries a small amount of advertising and has been oper- 
ating at adeficit. This deficit is paid from the general fund of the national society. 

The Daughters of the American Revolution publishes a Press Digest, a four- 
page monthly bulletin for the information of press relations chairmen, and other 
officers and members. This publication carries no advertisements and is distrib- 
uted free to press-relations chairmen. The Press Digest also contains one page 
of national defense news which is distributed free to members of the national 
defense committee. 

The Daughters of the American Revolution also publishes a number of State 
bulletins issued by State DAR organizations. These bulletins contain infor- 
mation concerning the local activities of State organizations. Practically all of 
the States issue a State bulletin or news sheet. In carrying out its program of 
activities, the DAR also publishes a number of booklets and pamphlets, i. e., 
principally, DAR Manual for Citizenship, which is distributed under second- 
class mailing. 

The Daughters of the American Revolution Magazine is distributed through 
the mails under second-class rates. Many of the State bulletins and news sheets 
also are distributed under second-class rates. The DAR Press Digest is distri- 
buted under third-class bulk-mailing rates, 

We respectfully submit that any substantial increase in these rates will work a 
great hardship to the Daughters of the American Revolution. Our national 
society is not a wealthy organization. Our dues are small, only a few dollars per 
year, yet we have many members who find it difficult to pay these dues. These 
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members, in addition to the regular dues, are called upon for assessments and 
contributions to aid various DAR projects, such as promotion of American citizen- 
“~ and education. 

fe maintain that our publications are in a different category than most maga- 
zines and bulletins. We have a distinct obligation to our country under the 
objectives of the charter granted us by the Congress. 

We respectfully ask that the committee give full study and consideration to our 
position and in the event that a substantial increase in rates is necessary, some 
avenue be found to grant this patriotic organization and others of the same kind 
special regulations which will enable them to continue patriotic endeavors with- 
out serious additional burdens. 

Submitted with this statement is a copy of the Daughters of the American 
Revolution Magazine, a copy of the Press Digest, and three copies of State DAR 
bulletins to show the type of these publications. These three are the Ohio DAR 
News, the Tennessee DAR News, and the Pennsylvania DAR State Bulletin. 

I regret that absence from the city on urgent business concerning the national 
society prevents me from requesting permission to appear in person before this 
honorable committee. 





STATEMENT OF Karu H. Turesina, CHAIRMAN, MippLe ATLANTIC NEWSPAPER 
CONFERENCE, Syracuse, N. Y. 


Mr, Chairman and members of the committee, this statement is presented in 
behalf of the following newspaper organizations, making up the Middle Atlantic 
Newspaper Conference, representing a total of 630 weekly, 235 daily, 32 Sunday, 
and 5 legal newspapers as follows: 

New Jersey Press Association, representing 18 daily, 5 Sunday, and 143 
weekly newspapers. 

Publishers Bureau of New Jersey, Inec., representing 14 daily and 4 Sunday 
newspapers. 

New York Press Association, representing 323 weekly newspapers. 

New York State Publishers Association, representing 69 daily and 10 Sun- 
day newspapers. 

Pennsylvania Newspaper Publishers’ Association, representing 134 daily, 13 
Sunday, 164 weekly, and 5 legal newspapers. 

This letter is directed to you in lieu of a request for personal appearance at 
hearings now being conducted by your committee. 

It must be obvious to your committee that this legislation is of vital concern to 
the small newspaper which circulates in rural areas and relies upon the postal 
service to a greater extent than metropolitan papers. The overwhelming num- 
ber of newspapers in the Middle Atlantic Newspaper Conference are in this 
category. For that reason, we request your mature consideration of these views. 

We wish to advise you that these newspapers object to the unreasonable 
increases in second-class postal rates proposed by Postmaster General Donaldson. 

While we agree that some increases may be justified, we believe such increases 
must be realistic and based on the following criteria: 

(1) Any increases should be considered in the light of prices charged by com- 
petitive services which can be and which are being rendered in lieu of the 
delivery system provided by the post office. 

(2) Any increases should be applied in a manner that will not materially curtail 
the volume of second-class mail delivered through the post office. Otherwise such 
an increase will result in a lower over-all return to the Post Office Department. 

(3) Any increases in postal rates should not be so excessive so as to provide 
for a cancellation of a large number of subscribers and thus cause not only a loss 
to the post office and to the publisher, but also the forsaking of valued publications 
to the readers. 

The members of these associations wish to reemphasize their position that 
newspapers are not seeking and have never sought a subsidy. Historically, 
second-class mail rates were established by Congress so that the citizens of this 
country could obtain news and other reading matter at rates which they could 
afford to pay. It has been of particular benefit to those people living in isolated 
points, particularly to those served by rural free delivery. Records in our con- 
ference files show that the majority of newspapers charge appreciably less for mail 
subscriptions than they do for newsstand and carrier delivery. 

In determining the proper rate for second-class mail, insofar as newspapers are 
concerned, the Honorable Jesse M. Donaldson, Postmaster General, has said that 
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a large proportion of the cost of rural free delivery must be allocated to second-class 
mail. This we dispute. The Congress of this country established rural free 
delivery to permit the rapid delivery of all classes of mail to those in rural areas. 
These services would still be necessary if no second-class matter were carried to 
these rural residents. It is inconsistent to beligve that the newspapers of this 
country should have their second-class postal charges determined on the basis 
of helping to subsidize a rural free delivery service established by Congress. 

Although rural free delivery and star-route service is widely utilized by news- 
papers, in many instances, these services are inadequate. 

Today a smaller percentage of newspapers are delivered through the mails 
than at any previous time in the history of the postal service. It is apparent that 
either the cost of the second-class mail service or the inflexibility of the deliveries 
provided by the post office are responsible in a large degree for this decline. 

An unwarranted and excessive increase in postal rates would tend to force 
more and more newspapers to find methods of delivery which would be better 
suited to their needs. Today, many newspapers have been obliged to resort 
to deliveries in conjunction with the delivery of motion-picture film to the theaters, 
through the use of bread-truck deliveries, bus systems, and even the utilizing of 
personal delivery service by individuals in their off hours of employment. 

Newspaper publishers arrange to label their papers, bundle them up, put 
them in bags, label the bags on the oustside, and then deliver them to the post 
office so that they can be mailed out to the point of delivery. Newspapers must 
meet their delivery schedules and, as a result, have been performing some functions 
which should have been performed by the Post Office Department. In many 
places, newspapers go even to the point of deliverying their newspapers to the 
post offices of ultimate delivery. In one typical instance of a nonmetropolitan 
daily newspaper, sacks are delivered by the newspaper to 43 post offices in the 
county of publication each morning so as to assure proper delivery. 

In allocating charges against second class, the Post Office Department’s cost 
ascertainment reports have failed to credit newspapers for the performance of 
these services which the newspapers provide and which the Post Office Depart- 
ment normally should render. 

In summary, we reiterate that newspapers want no subsidy and we quote 
from one of the large metropolitan papers in the Middle Atlantic area that ‘‘these 
newspapers want no subsidy from the Government—that they are willing to pay 
the full, accurately determined cost of delivering that part of their circulations 
which goes by mail.”’ This editorial, however, goes on to say: “The Government 
should cut down its own extravagant use of those services. And Congress should 
put into effect without more delay the Hoover Commission recommendations for 
divorcing the Post Office Department from politics and making it a more efficient, 
more economical business institution.” 

The statement presented to vour committee by Frank A. Daniels, chairman of 
the American Newspaper Publishers Association Postal Committee, on March 
20, with regard to H. R. 2982, is subscribed to in its entirety by the Middle At- 
lantic Newspaper Conference. 





The CuarrMan. H. R. 2982 was introduced on February 28, and a 
general notice was issued to the effect that hearings would begin 
promptly. This information has been widely disseminated, and it 
would appear to me that everybody having an interest in this matter 
should have been aware of these hearings since that time. 

We have a full schedule of hearings for witnesses now through April 
13, and all witnesses who have requested an opportunity to be heard 
have been scheduled. 

I propose to close the hearing of witnesses generally on April 13. 
However, after that time the Postmaster General or any representative 
of the Post Office Department will have an opportunity to offer any 
testimony in rebuttal to the statements that have been offered here 
since the Postmaster General first appeared. 

Since there has been adequate time for witnesses to get their 
requests to the committee, we will no longer receive any requests for 
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personal appearance before the committee. However, those who 
desire may have their statements placed in the record. 

If received by the committee before the closing of the hearings on 
April 13, they will be placed in the official transcript. 
» I do not see any necessity of prolonging these hearings any longer 
after next week. We are ready now to send the transcript of the 
hearings to the printer, of the days that have been completed. 
. Mr. Belen, of our staff, will review the transcript, and any member 
of,the committee who desires to officially revise his remarks may do 
so at the committee room. 
»@ Since there are 24 members of the committee and such a large record, 
itfis impossible to send the record around to each member’s office. 
™ We will now be glad to have a brief statement from Mr. Strackbein, 
legislative representative of the International Allied Printing Trades 
Association. 

Mr. Strackbein. 


STATEMENT OF O. R. STRACKBEIN, LEGISLATIVE REPRESENTA- 
TIVE, THE INTERNATIONAL ALLIED PRINTING TRADES ASSO- 
CIATION 


Mr. Srracxsein. Mr. Chairman, I want to express my regret at 
notjbeing here on the occasion of the other hearing. I did appear, 
but the House, I think, went into session at 11 o’clock that morning. 

The Cuatrman. That is correct. 

Mr. SrracKBEIN. I appreciate the opportunity extended to me to 
appear this morning. 
|. I have a written statement, Mr. Chairman, that I wish to file, and 
I would like to make just a few remarks. 

The CuHarrMan. Very well, sir. Your statement will be inserted 
in the record, and you may proceed. 

(The statement referred to is as follows:) 


STATEMENT OF O. R. STRACKBEIN, LEGISLATIVE REPRESENTATIVE, THE INTER- 
NATIONAL ALLIED PRINTING TRADES ASSOCIATION, ON H. R. 2982, PostaL 
Rate INCREASE BILL 


In my appearance before you today, I speak for four of the five national and 
international printing trades unions, affiliates of the American Federation of 
bor. They are: 
International Printing Pressmen’s Union 
The International Brotherhood of Bookbinders 
The International Photoengravers Union 
International Stereotypers and Electrotypers Union 
At the very outset, we wish to make it clear that we do not believe that there 
should be any relationship between the pay of postal employees and the state of 
the Post Office Department’s budget. Whether the Department operates at a 
deficit has nothing whatever to do with the proper rates of pay of those who dis- 
tribute the mail. The same principles that apply to the fixing of pay scales for 
other Federal employees should apply to postal employees. In no case are these 
scales related to the receipts and expenditures of the departments or agencies. 
Postal employees should not be an exception. 


QUESTION OF POLICY 


The question of increasing the postal rates in order to eliminate the postal 
deficit has arisen many times. We do not believe that it can be settled satis- 
factorily until a definite policy is established. The question is: Should the 
Government maintain the postal service on a self-sustaining basis, with the 
exception of the expenses involved in carrying governmental mail? 
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Were such a policy established, it would next be necessary to determine the 
costs of carrying the different classes of mail so that the costs could be allocated 
equitably. Then the postal rates should be adjusted upward according to the 
fiscal requirements of a balanced postal budget. 

However, there are cogent reasons for not demanding that the postal service 
be self-sustaining. These include the desirability of making possible the dis- 
semination of literary, cultural, and educational material as cheaply as possible 
within and throughout this country. High postal rates have a restrictive effect 
upon such distribution and this is not desirable. 

Assuming that it is not desirable fully to cover postal expenses by receipts, if 
this can only be done at the price of curtailing the distribution of educational and 
cultural materials, the next question is one of how high a deficit is tolerable. 
This is a matter of judgment. 

Considering the widespread use of the mails by the population as a whole, a 
strong case could indeed be made for free mail service. Certainly the postal 
system serves as wide a segment of our population as most other governmental 
departments and agencies that depend upon the tax revenue for their support. 
Perhaps the principal objection to such a plan would arise from the almost certain 
overburdening of the postal system if the mails were free. Postage costs act as 
a deterrent to indiscriminate use of the mails. 

The size of the tolerable deficit would therefore lie somewhere between the cost 
of free distribution and rates that would act as too great a deterrent to the use 
of the mails. 

The next question is: How can such a point be found? There is no sure way. 
Informed estimates offer the nearest approach. Evidence given by users of the 
mails is of this kind and becomes available through the medium of hearings before 
the appropriate congressional committees. Such testimony may be expected to 
be in opposition to any increases in rates that would be regarded by them as 
restrictive of mail use or a deduction from profits. Similarly opposed would be 
those who are employed in enterprises that make extensive use of the mails. 

The judgment of such groups might, of course, be prejudiced in favor of exces- 
sive caution but it nevertheless offers the best opinion available in the absence 
of results from tests run for the purpose of determining the effect of increased 
rates. 

QUESTION OF FACT 


The Post Office and Civil Service Committee, we believe, will agree that rates 
should not be raised to the point where they would begin to restrict the maximum 
distribution of materials of the kind mentioned above. If so, the only question 
that remains is one of fact. Would the new rates proposed in H. R. 2982 have 
such an effect? 

Many groups have testified in the affirmative. We believe that their testimony 
is not to be brushed aside as merely representing a desire for a subsidy. There 
is more substance to their objection to higher rates than may appear on the 
surface. The question of subsidy is a rather involved one as members of this 
committee well know. The extent to which there is a hidden subsidy in the 
postal deficit indicates only that someone or some groups receive it. No doubt 
a great part of it can be allocated quite properly to the consumers; and this leads 
to yet another consideration. Beneficiaries of the mail service are composed of 
the general adult population. What would these beneficiaries and consumers 
gain from elimination of the hidden subsidy? 


NO GAIN TO CONSUMERS OR TAXPAYERS 


The Federal tax load would be very little less than it now is if the postal deficit 
were wiped out. Moreover, the money out of pocket for increased costs of 
stamps and other postal charges or for increased subscription rates or newsstand 
prices of newspapers and magazines would soon equal any decline in the tax rate 
that might result from elimination of the mail subsidy. These various increased 
outlays for newspapers and magazines would probably be distributed as widely as 
are tax payments, so that there would be little or no gain to anyone. 

Perhaps no one really knows at what point the use of the mails would begin to 
suffer because of excessive postal rates. There is, however, little if anything to 
be gained by a process of trial and error. If the rates should now be raised to 
that point, as many think would occur if the rates proposed in H. R. 2982 were 
enacted, considerable harm would be done before the error could be remedied; 
and we ask: In behalf of what would the harm be incurred? What great fiscal 
principle would be served? 
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No doubt there are present inequities in the going rates. No one can answer 
this question with finality unless or until a sound cost-finding system is installed. 
It is held by many that large magazines and newspapers that are large principally 
because they contain a large amount of advertising, receive a considerable mail 
subsidy under the present classification of postal rates, 


MASS PRODUCTION OF NEWSPAPERS AND MAGAZINES 


This may be true but may still be justifiable. If we assume that wide circula- 
tion of such media of literary, cultural, or news dissemination is desirable we 
must ask whether it could be attained without the amount of advertising that is 
contained in the large magazines and newspapers. Receipts from advertising 
permit the sale of individual copies at prices that assure a mass market. In 
other words, the advertisers subsidize the consumers. This process represents a 
species of mutual interplay since, by reaching more consumers, the advertisers 
hope to sell more of their products to them. But were it not for the advertising, 
the publishers would find it necessary to raise their rates to their readers very 
considerably. The large magazines would perhaps be sold for 75 cents to $1 
each. Metropolitan newspapers would probably cost 25 cents each. 

It is not difficult to foresee what effect such rates would have upon distribution. 
Circulation would undoubtedly decline precipitately and disastrously. The 
whole concept of mass production of news and literary media and their mass dis- 
tribution would suffer a lethal blow. The effect on employment in the printing 
trades would be equally disastrous. 

On balance it would appear then that the postal subsidy that is often described 
as a free gift to the publishers of magazines and newspapers is in good part really 
a consumer subsidy and helps sustain the system that makes possible the mass 
production and distribution of news, cultural, and educational media, and thus 
sustains high employment. Had we as a country lacked a system whereby mass 
distribution of newspapers and magazines could be attained, we would perhaps 
have awarded a grand prize to anyone who might have suggested a system such 
as the method that gradually came into use, namely, advertising rates graduated 
in relation to circulation. This provided the vision of low sales prices as a means 
of gaining large volume circulation which in turn would provide the basis for 
increasing advertising rates and giving the consumer the benefit of continued low 

rices. 
. It could no doubt be argued that low postal rates are no longer necessary to 
perpetuate this system. That is a speculative conclusion and to act upon it 
would be to risk the known results, including greater employment, for the un- 
known, including a possible shrinkage of employment. And again we ask, for 
what purpose? Is the risk justifiable? 


INCENTIVES TO EFFICIENT OPERATION 


We also suggest that the spur toward greater efficiency of operation that is 
rovided by a deficit would be lost if, in order to eliminate a deficit, the Post Office 
Yepartment had merely to apply to Congress for higher postal rates. 

The conditions necessary for efficient operation of any enterprise are notable 
for their absence in the postal system, as it is. It is not necessary to add to this 
lack of incentive by assuring the, postal officials that Congress will raise rates 
whenever deficits mount. 

Because of its virtual monopoly and lack of private profit as an impellant 
toward efficiency or toward the adoption of improved methods and cost-cutting 
devices, it is questionable that the Post Office Department has gone as far as it 
might in reducing costs of operation. Until this is done and in view of the other 
consideration mentioned above, we urge the House Committee on Post Office 
and Civil Service not to raise the postal rates as proposed in H. R. 2982. A 
moderate increase might be justified in view of the increase in the general price 
level; but we would not look for any measurable general benefit to the public from 
any increase in the rates, including even a moderate one. 


Mr. SrracksBein. There are two principal points that I make, Mr. 
Chairman. One is, of course, that in raising the postal rates, care 
should, of course, be taken that they be not raised to the point of 
restricting the maximum distribution of cultural and educational 
and news material and media. 
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So that, under these circumstances, it becomes a question of fact 


just at which point an increase in rates would have that effect. And, 


of course, that is one of the purposes of your hearing: to find out just 
what that point is. 

I do not believe that there is any strictly scientific way of arriving 
at that point. There is a great deal of fear that the rates proposed 
by the Postmaster General may be excessive in that sense. 

Many groups have testified to that effect. We do not believe that 
their testimony should be brushed aside lightly as merely representing 
a desire for a subsidy. We believe there is more substance to their 
objections to higher rates than may appear on the surface. 

The next point that we raise is just what actual public benefit 
would come from eliminating what is called the postal subsidy. It 
seems to us that the use of the mails is so widespread among the 
gereral population that whev you eliminate this subsidy by having 
all the mail service paid for, you are, in effect, actually transferring a 
system of taxation from one method to another; not much else. You 
are taking money out of one pocket and putting it into another. 

We know of no governmental service, other than that of national 
defense, that is so widespread in its use as that of the postal service. 

Mr. Rees. But you do not compare national defense with the postal 
service, do you? 

Mr. Srracksetn. No. But I say outside of national defense. 

Nearly all other departments of the Government in many instances 
serve particular groups of the population. We feel that the postal 
service has probably as wide a use as any other service of the Govern- 
ment, other than the Military Establishment. 

The CuartrmMan. You do not think, do you, that the Government 
should give a subsidy to concerns that are engaged in business through 
the mails and who largely must depend upon the mails for the conduct 
of their business? 

Mr. SrrackBetn. We do not believe in subsidizing for the sake of 
subsidizing. We think, however, that in this so-called subsidy it is 
as much a subsidy to the consumers as it is to the producers. And 
the so-called subsidy does have the effect of increasing the volume of 
educational, cultural, and other materials. 

The CuarrMAN. Let us take the large mail-order houses. They use 
the mails extensively. Do you think that the taxpayers generally 
should be charged with a subsidy to these concerns? 

Mr. Srracksern. No. I was not thinking so much of the mail- 
order houses. 

Mr. Rees. What is your answer on that? 

Mr. Srracksern. | think if you could classify these media in such 
a way that you could avoid the subsidization of what is a purely 
commercial business, as distinguished from the distribution of litera- 
ture and cultural media and news media, I think you might be able 
to get at that. 

However, I do not know just how. 

The CuatrmMan. Do you want to confine your subsidy to second- 
class publications? 

Mr. SrrackBein. Well, the type of postal rates applied to news- 
papers and’magazines and media and books, and things of that kind; 
that is correct. 
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I do want to say one thing, and that is about this objection that is 
made to carrying bulky magazines in which advertising uses up a 
good part of the space. I have a comment on that, and I will be 
very brief about it. 

It is held by many that large magazines and newspapers that are 
large principally because they contain a large amount of advertising 
receive a considerable mail subsidy under the present classification of 
postal rates. 

Now, this may be true, but it still may be justifiable. If we 
assume that wide circulation of such media of literary, cultural, or 
news dissemination is desirable, we must ask whether it could be 
attained without the amount of advertising that is contained in the 
large magazines and newspapers. Receipts from advertising permit 
the sale of individual copies at prices that assure a mass market. 

In other words, the advertisers subsidized the consumers, at least to 
a considerable degree. This process represents a species of mutual 
interplay, since by reaching more consumers the advertisers hope to 
sell more of their products to them. 

But were it not for the advertising, the publishers would find it 
necessary to raise their rates to their readers very considerably. The 
large magazines would perhaps be sold for 75 cents or a dollar per copy. 
That would greatly restrict their circulation. 

Metropolitan newspapers would probably sell for 25 cents each. 
That is just a guess, but it evidently would be much higher than the 
present 5-cent price. 

Mr. Miuuer. Mr. Strackbein, what proportion of the metropolitan 
newspapers go through the mail that would be affected by this? 

Mr. StrackBEIN. A small amount. 

The point I am making is that if you are going to raise the postal 
rates merely because they carry a lot of advertising, you may kill the 
roose that provides the mass circulation and the mass readership. 

hat is what I am talking about. 

Mr. Miuuer. What proportion of these newspapers go through the 
mail? Is it not very true that an almost insignificant percentage of 
them use the mail? 

I am confining this now to your statement about metropolitan 
newspapers. 

Mr. Srracksetn. I think you are right, a small percentage. 

Mr. Mitier. Then your argument does not apply to them. 

Mr. SrrackseEin. I think it does. My claim is that you could not 
have built up this mass circulation in the first instance if you had not 
had what might be called a secondary, or possibly even a primary, 
source of revenue coming from advertising, which permitted the sale 
of the newspapers at low prices. 

Mr. Mitier. How many of these magazines that carry this mass 
advertising are tied in to the newspapers? 

I think you are getting yourself a little bit involved here. 

Mr. StrackBEIn. May I finish this statement? 

Mr. Miter. Cannot you answer the question, or do you not want 
to? 
Mr. SrracksBein. I would like to answer it. I think I have an 
answer here that probably would be briefer. 

Mr. Mituer. Proceed. 
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Mr. SrrackBeEIn. It is not difficult to foresee what effect such 
rates, that is, the higher rates that we believe would have to be charged, 
would have upon distribution. Circulation would undoubtedly de- 
cline precipitately and disastrously. 

The whole concept of mass production of news and literaty media 
and their mass distribution will suffer a lethal blow. The effect on 
employment in the printing trades would be equally disastrous. 

On balance, it would appear, then, that the postal subsidy that is 
often described as a free gift to the publishers of magazines and news- 
papers is in good part really a consumer subsidy and helps sustain 
the system that makes possible the mass production and distribution 
of news, cultural, and educational media, and thus sustains high 
employment. 

Had we, as a country, lacked a system whereby a mass distribution 
of newspapers and magazines could be attained, we would perhaps 
have awarded a great prize to anyone who might have suggested a 
system such as the method that actually came gradually into use, 
namely, advertising rates graduated in relation to circulation. This 
provided the vision of low sales prices as a means of gaining large 
volume, which, in turn, would provide the basis for increasing adver- 
tising rates and giving the consumer the benefit of continued low 
prices. 

The CuarrMan. Are you about through now, Mr. Strackbein? We 
have been very patient. We have given you 15 minutes. Your state- 
ment will be included in the record and you are just occupying the 
time of the committee by reading a statement which is going to be 
part of the record. 

Mr. SrracksBein. I have a little more and I will be through. 

The CuarrMan. All right. 

Mr. SrracksBEINn. It can no longer be argued that low postage 
rates are no longer necessary to perpetuate the system. Having 
started, having contributed to it, it might be argued that the news- 
papers and magazines could now get along without the lower rates. 

But this is a speculative conclusion, and to act upon it would be 
to risk the known results, including greater employment, for the 
unknown, including a possible shrinkage of employment. 

And again we ask: For what purpose? Is the risk justifiable? 

Thank you very much, sir. 

The CuHarrMAN. Are there any questions? 

Mr. Ress. I would like to ask two or three questions. 

The Cuarrman. Mr. Rees. 

Mr. Rees. As I understand it, you are not in favor of the consumer 
subsidy; is that correct? Or are you in favor, generally speaking.? 

Mr. SrrackBein. Generally speaking, no. 

Mr. Rees. But you are in favor of a subsidy in this case? 

Mr. Srracksein. This I say because of the value of the distribution 
of educational, and so forth, media. 

Mr. Rees. And because of that, you feel that a subsidy ought to 
be granted here in this particular area; is that not right? Is that 
your view? 

Mr. SrracksBeEIn. Yes. I say there is not much to be gained by 
eliminating it. 

kt Rees. What would you think, then, of reducing the postage 
a little? 
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Mr. SrrackBeIN. I think that could be readily justified. 

Mr, Rezs. For that area? 

Mr. SrrackBEIN. I think it could. 

Mr. Rees. Let me ask you this: We take for granted the splendid 
service that is rendered by your magazines and the dissemination of 
information that we get because of the fine service that is rendered. 

Without any argument on that question—and it will be said over 
and over again and you say now you do this service, you provide this 
information, and people would not get it except for the low rates; which 
is all right—but I am asking you now: As a taxpayer and as a business- 
man, taking into consideration that we are, after all, under a capital- 
istic system and you are in business for a profit, and rightly so, do you 
still think that even though you do pay more to your employees, and 
are required to do so, than you paid 10 years ago, you are required to 
pay more for your materials than you did 10 years ago, and you are 
required to pay more for transportation than you did 10 years ago, 
and your own salary is more than it was 10 years ago, and you are 
showing a bigger profit than you did 10 years ago, do you still think 
that, since the United States Government does assist you and provides 
this subsidy, that organizations of your kind ought not to be willing 
to contribute just a little to this increased cost of providing postal 
service? 

Your Government and mine is required to pay the employees of this 
Government a little more for their services and is required to pay more 
for transportation. 

Do you not feel there ought to be a little sharing there of the cost? 

Mr. Srracksein. | think the final conclusion of this statement 
is to the effect that a moderate increase is undoubtedly justified, but 
still we do not think that any particular good comes of it. It is taking 
money out of one pocket and putting it into another. 

Mr. Ress. If it is only that and nothing else, of course, there would 
not be any use in even giving consideration to this. But I just 
thought probably as a businessman who realizes that he conducts 
his business by using the United States mails, that you might be willing 
to go along and contribute your share of this cost. 

Mr. SrracksBein. All right, you eliminate this deficit, so-called, 
of 500 million dollars. 

Mr. Ress. I am just asking you if you do not think you ought to 
share it. 

Mr. Srracksein. I say that the conclusion of the statement is that 
a moderate increase is undoubtedly justified under the circumstances, 
that prices have risen, wages have risen. 

Mr. Rees. Do you support that moderate increase? That is what 
I want to know. 

Mr. SrrackBEINn. I do not necessarily support it. I do not think 
any particular good will be accomplished by doing it, for this reason: 
You eliminate your deficit of 500 million dollars, and what does that 
mean? That means that people throughout the whole country, who 
use the mails, pay out more money for stamps, pay out more money 
for the magazines, pay out more money for their newspapers, and so 
on. Would you say that this elimination of the 500-million-dollar 
deficit would reduce the tax rate in the United States? I do not 
think it will. 
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Mr. Rees. I do not know. But I hope it will help to do it a little 
bit. I hope it will cut down a little of the cost to the taxpayer. If 
you do not think it will, it is no use to prove it at all. 

The Cuairman. If you are not bothered by the deficit and how it 
is to be paid by the taxpayers, I do not know whether or not you are 
so much interested in whether or not we charge any postage at all. 

Mr. Srracksern. I think you would overload the mails entirely if 
it were not for that. There is no good reason why the mail should 
not be carried free, as a public service, the same as your Department 
of Agriculture and your other departmeats perform their services free 
of charge. 

The CuarrMan. Yet there are thousands and thousands and thou- 
sands of concerns using the mails for business purposes and for profit, 
and would you carry their mail free? 

Mr. SrrackBein. No; I would not. I would probably not carry 
their mail free at all. I would make them pay the freight. 

Mr. Rees. Your testimony is extremely important because you are 
a spokesman for a great segment of businessmen in this country, and 
what you think about this thing and what you believe about it is 
extremely important. 

Mr. Srrackpein. I understand that. I hope I am testifying 
responsibly. 

Mr. Rees. That is the reason why I am concerned about what you 
have to say. I agree with you as to what you have to say concerning 
the great service you render to the people of the country. It is just 
like the automobile concerns do and other concerns in this country. 

Mr. Srrackserin. Mr. Congressman, I am not speaking for the 
postal employees. J hope you understand that. I am speaking for 
the printing-trades unions, the four mentioned in this brief. 

I want to make that distinction, Mr. Chairman, that you have 
drawn between carrying mail-order catalogs and things of that kind. 
That is a purely commercial enterprise. 

I am talking about these media of public education and enlighten- 
ment and so forth and so on. Our entire system of mass distribution 
of media is what I am talking about. It is the same as your distribu- 
tion of automobiles. Once the prices were reduced they became 
available in the sense of a mass market. 

Mr. Mituer. Mr. Chairman. 

The CuarrmMan. Mr. Miller. 

Mr. Miuuer. Mr. Strackbein, we at present give favorable con- 
sideration to those publications that do not have a profit motive that 
accrues to any one individual. 

In other words, I am referring to the religious publications, your 
own labor papers, and all of those publications. 

Mr. SrracksBeErn. I understand that. 

Mr. Miuzer. Do you not think that the definition that is set out 
here, that where the profit does not accrue or cannot be traced to any 
individual, is a pretty broad one? Do you not think that the people 
who publish these magazines displayed here, that are published be- 
cause somebody expects to make a profit out of them—which is a 
very legitimate thing, and I am for it?) Do you not think those people 
should be required to pay their share of this deficit, just as the mail- 
order house that sends out its catalogs? You are willing to draw the 
line on that because it is only in business for profit, too. There is a 
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great deal of distinction between these things, and we have already 
made it a line of demarcation. 

Mr. SrrackBEIN. Mind you, I believe that these magazines, in 
turn, are subsidizing the public, so to speak, by passing it on at lower 
rates than it would cost them if they did not carry the advertising 
out of which they make a great part of their profit. 

Mr. Mitter. If they did not have advertising, they would not be 
in business. There are only one or two magazines that are nonprofit 
magazines. 

According to the stories they tell us here, they have a pretty hard 
time existing on a nonprofit basis. 

Mr. Srracksern. I do not know anything about that, but take a 
small magazine like Reader’s Digest that does not carry advertising. 

The Cuarrman. Do you call that a small magazine? 

Mr. StraAcKBEIN. In weight and in bulk it is comparatively small. 

The CHarrRMAN. Yes; in size. 

Mr. SrrackBeEINn. Yes. That retails for 25 cents, does it not? 

The CHarrman. That is right. 

Mr. SrrackBeEIN. In relation to bulk, if you took some of these 
larger magazines in size—and I am talking about size and weight— 
in relation they would undoubtedly have to retail for much more than 
they do, and they would never have gained the mass market that they 
did gain. 

Itis exactly the same as Mr. Ford putting out an automobile that 
was in the range of the pocket of the mass market. It seems to me 
the same principle applies here, and that is all I am talking about. 

Mr. Mituer. Then, inversely, do you think that all of these maga- 
zines that are published have cut their subscription rates and their 
retail sales price to an absolute minimum in order to make their 
contribution? 

Mr. Srracksetn. No. I say that is a question of fact, and that is 
the kind of thing this committee would want to delve into and see. 
I say there is a point where you can go into the diminishing return 
and really destroy the thing that you really want to maintain. 

The CHarrMAN. You have occupied about a half hour and we have 
a long list of witnesses here this morning. If we do not make better 
progress we will have to disappoint some of the witnesses who are 
here to testify. 

Are there any other questions? 

Mr. Hagen. 

Mr. Hacen. As a matter of fact, along the line of increasing cir- 
culation and thereby increasing advertising, that actually lowers the 
cost of productive items to the consumer; does it not? 

Mr. SrrackseEINn. That is exactly the point. 

Mr. HaGen. It creates more business, creates additional taxes. 

Mr. StrRAcKBEIN. That is exactly the point. 

Mr. Hacen. If the point is made here that you should pay a little 
more postage, is it not a fact that if you pay more postage in various 
categories it may result in less employment, less taxes to Uncle Sam, 
less Table to the consumer, less benefits to all the taxpayers, and, 





furthermore, less volume to the Post Office Department? 

Experience shows that with increasing rates the volume goes down. 
With she high cost of operating the Post Office Department presently, 
for many reasons, actually what may happen will be an increasing 
deficit. 
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Is that a fair statement to make? 

Mr. SrracKBEIN. I say that is a question of fact as to how much 
the rates could be increased without producing that effect. I think 
some increase could be made, and I think great care should be exercised 
not to cross that line. 

Mr. Hagen. It is a definite fact, however, that increasing the 
rates may well result in less business for many thousands of firms 
throughout the country, less employment and less taxes paid to the 
State and Federal Governments; is that right? 

Mr. SrRACKBEIN. Yes; it might. 

Mr. Hacen. There was mention about a slightly increased rate. 
Is it not a fact that many businesses, regardless of whether they use the 
first-, second-, third-, or fourth-class mail, or all four classes, especially 
those in the second- and third-class, have a pattern set up on the 
postal pattern set up by the Congress i in 1879 and later years, and, 
since they have that policy, w ould it not upset their_business pattern 
and their methods of distribution, and so on, if we were to increase 
the rates now so excessively as proposed in this bill, H. R. 2982? 

Mr. Srrackpern. Yes; there would be considerable adjustment 
necessary, Which might lead to disruption of the business. 

Mr. Rees. On that point, when you increase the rates for advertis- 
ing, or increase the wages to people who work for the publishers, 
that would require some readjustment, would it not? 

Mr. SrrackBeEIn. I say it would require a readjustment and a 
refi uring of their entire system in some instances. 

The CHarrMan. Is that all of the witness? 

Mr. Hacen. I am just about through, Mr. Chairman. There is no 
need to rush this thing. It is rather important. 

The CuHarrMan. We have about a half dozen gentlemen from out of 
town to be heard yet. 

Mr. Haunen. At this point, I want to state that I notice the Post- 
master General is to testify last. In my opinion, of course, he has a 
full right to testify, and we welcome his observations. He is going 
to be the last witness. However, we represent the people of the coun- 
try and I think the people ought to have the last opportunity to 
testify here. If he is going to be heard last, I think some other repre- 
sentative of this group, or some other group, might have an oppor- 
tunity to be heard, in my opinion. How that might be carried out, I 
do not know, but that would be up to the committee. 

Now, Mr. ’Strackbein, is it not a fact, as a taxpayer, that we are 
giving various services to all eople in the country, people who pay 
taxes and some who do not, of course, for police protection, FBI pro- 
tection, and so on? Many people do not use those protections and 
services, but the services are standing by for use, if necessary. 

So also in the case of the Post Office Department, which is a service 
to everybody in the country, although some people do not use the 
mails as much as others, but the service is there for them to use if and 
when it is necessary, and it is paid for by the taxes of the people gen- 
erally and is a service to all the people. 

Mr. SrrackBEIn. That is right. 

Mr. Hagen. As I understand it, you represent a group of union 
printers and union employees throughout the country. Is that right? 

Mr. SrrackBeEIn. Employees. 
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Mr. Hagen. In other words, we are having from you now the 
employee viewpoint and the viewpoint of the union workers of the 
country; is that right? 

Mr. SrrackseErn. I list here the organizations for which I am 
speaking this morning. 

Mr. Hacen. We had previously the viewpoint largely of employers, 
businessmen, owners, and so on. We also had to some extent the 
viewpoint of consumers. Now we have that of the unions and the 
employees; is that right? 

Mr. SrrackBEINn. That is right. 

Mr. Hacen. We have had many witnesses and I would say that 90 
percent of them at least have represented the viewpoint that the 
rates are too high, and they represent to a large degree the con- 
sumers of the country, the taxpayers of the country. 

The department here represents only the Department itself. They 
are supposed to and do carry out a policy and a program set out by the 
Congress, and the Congress is representing the people of the country. 

So, even if I desired increased rates, I could not conscientiously vote 
for increased rates if I am going to represent the people of the country 
and they want so-called increased rates and subsidies paid for through 
taxation. 

The Cnarrman. You are just arguing their case now. 

Mr. Hacen. I notice others have been arguing their case pretty 
well here, too. 

But is that a fair statement to make? 

Mr. SrrackBetn. | think it is. 

Mr. Rees. Is this a fair statement to make: that you are supporting 
the viewpoint of the magazine owners? 

Mr. Srracksetn. I am not supporting anything except the state- 
ment that I made. I made it freely and without any consultation 
with the magazine owners. 

Mr. HaGen. Do you not represent the union workers? 

Mr. Srracksern. I represent the union workers, and I think we 
can stand on our own feet. 

The CHatrman. Thank you very much. 

Mr. Srracksetn. Thank you. 

The Cuatrman. We now have Mr. Donald Snyder, publisher of 
Atlantic Monthly magazine, of Boston, Mass., who represents the 
Emergency Committee of Small- and Medium-Size Magazine Pub- 
lishers, New York City. 

Mr. Snyder is accompanied by Mr. Borden Putnam, a partner in 
J. K. Lasser & Co., New York City, and by Mr. W. J. Rooke, presi- 
dent, W. R. C. Smith Publishing Co., of Atlanta, Ga., and Mr. Albert 
Kalmbach, publisher of Trains magazine, Milwaukee, Wis. 

Mr. Snyder, we will be glad to hear from you first and then you can 
call such of your witnesses in order as you desire. 
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STATEMENTS OF DONALD SNYDER, PUBLISHER OF ATLANTIC 
MONTHLY MAGAZINE, BOSTON, MASS., REPRESENTING THE 
EMERGENCY COMMITTEE OF SMALL AND MEDIUM-SIZE MAGA- 
ZINE PUBLISHERS, NEW YORK CITY; BORDEN PUTNAM, 
PARTNER, J. L. LASSER & CO., NEW YORK CITY; W. J. ROOKE, 
PRESIDENT, W. R. C. SMITH PUBLISHING CO., ATLANTA, GA.; 
ALBERT KALMBACH, PUBLISHER, TRAINS MAGAZINE, MIL- 
WAUKEE, WIS.; DAVID FREDERICK, GENERAL MANAGER, HARP- 
ER’S MAGAZINE, NEW YORK CITY, AND ROBERT SALTZSTEIN, 
OF WASHINGTON, D. C., COUNSEL TO THE EMERGENCY COM- 
MITTEE OF SMALL AND MEDIUM-SIZE MAGAZINE PUBLISHERS 


Mr. Snyper. Thank you, Mr. Chairman. That would be very 
helpful. 

I would supplement that list of appearances. We have also with 
us Mr. David Frederick, general manager of Harper’s Magazine, and 
the counsel of our committee, Mr. Robert Saltzstein. 

I would like to state at the outset that, as a group, certainly not 
being here, but getting a copy of the transcript of the hearings, we 
have been following them closely. I would like to express for my, 
fellow witnesses and myself our high regard for the courteous, reasoned, 
and eminently fair type of inquiry your committee is conducting. 

Our testimony, as suggested, is going to be in the nature of a round- 
table presentation, and we will try not to duplicate each other. It 
will facilitate things if we keep the group moving in a straight line. 

The CuarrmMan. Very well. We will just put you in charge of the 
procedure. 

Mr. Snyper. We will try to proceed without too much duplication 
and keep it on schedule. 

The Cnartrman, All right, sir. 

Mr. Snyper. I think it is also very important at the outset to state 
that we are not here to oppose reasonable increases in postal rates. 
We are here to discuss our problem with you and to make such sug- 
gestions as we can to cooperate in solving the problem of the Post 
Office Department. 

When the magazine industry is mentioned, even before this com- 
mittee, the very large publications come most readily to mind. We 
think usually of the Lifes, the Colliers, the Saturday Evening Posts. 
But, gentlemen, magazines over 1,000,000 copies in mail circulation 
are but a fraction of the total number of magazines published and 
mailed in the United States. 

Standard Rate and Data, reliable publishers’ guide, reports approxi- 
mately 1,800 general, farm, business, and professional magazines with 
paid circulations comprising the bulk of their total distribution, and 
presumably second-class. Of these, less than 30 have mail circulations 
in excess of 1,000,000, and for those whose mail circulations are over 
250,000 only 88 are reported. 

Additional publishing statistics amply support the conclusion that 
the great majority of magazines published and mailed in America 
fall under 250,000 in circulation. And, for the purpose of objective 
consideration of this problem, we have taken the figure 250,000 and 
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defined magazines below that as being in the category of “small and 
medium size magazines.” 

Now, publications in this group have many common characteristics 
and attributes. First, their circulation is by necessity primarily mail, 
because they do not have wide single-copy or newsstand appeal. It 
is probable that the very large publications could and would resort 
to alternative methods of distribution in place of the mails, in the 
event of a 100-percent postal-rate increase. 

But no alternative circulation method is available to publications 
in our category in place of the United States mails. We will feel the 
blow first, and we will feel the impact hardest. 

Second, these publications, since they carry advertising, are subject 
to zone rates. We believe that a very large number of them are 
therefore paying a per copy mailing charge which is above the general 
average cost for handling second-class mail. 

The fact is, gentlemen, that because these magazines do carry 
advertising they contribute more revenue per copy to the post office 
than magazines which do not. 

Third, each of these magazines appeals either to special areas of 
American thought or to a particular industry or profession; they are 
published for profit and for service. Jn most cases these are small 
enterprises, low in profit, and high in service. 

Fourth, magazines of the size we are discussing are generally more 
vulnerable and less able to adapt themselves to sharp cost increases, 
They share in increased advertising volume not first but last. 

It is more difficult for them competitively to advance advertising 
rates to meet higher costs. They do not have the bargaining power 
with suppliers that larger publishers do, or the financial capacity to 
own their own supply sources. 

Increased costs resulting from drastic postal-rate increases likewise 
strike them with harder impact, and the paradox is that such increases 
fall hardest or the very magazines which necessarily must rely exclu- 
sively on the mails for serving the American people. 

We use the phrase “‘serving” the American people advisedly, since 
it should be remembered that each of these magazines has earned 
second-class status by conforming to post-office requirements. This 
is accomplished by restricting the mail circulation of each second- 
class magazine in this category to a paid subscription list. 

It should be realized that encouraging more people to purchase 
more information is a direct service to America. If the price the 
subscriber pays is increased and circulation falls off, or if the service 
the magazine performs is impaired, inevitably the flow of information 
decreases. And that is a very easy thing to lose out in the equation. 

In the publishing business, almost everything is indispensable, and 
in the impact of adjustments it is very easy for the service the maga- 
zine performs to be impaired. If it is a short-range proposition, that 
is the answer; but in the long range, the broad aspect, your offering 
intrinsically is impaired. 

We have here the formats of some of the magazines. One of the 
unfortunate aspects of this display we have here is that many of the 
magazines do not have the display type of format and you do not 
really get the impact of the wide cross section that this group of 
formats really indicates. 
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Now, just a word about the Emergency Committee of Small and 
Medium-Size Magazine Publishers. We have not previously testified 
as a committee before you. 

Some 75 publishers support this committee financially. Two 
hundred and seven small- and medium-size magazine publications 
have this year supplied up-to-date confidential profit and loss figures 
at the request of our committee. These figures have been analyzed 
by the firm of J. K. Lasser & Co., generally acknowledged to be the 
country’s leading experts on magazine accounting and economics. 

Mr. Borden Putnam, partner in J. K. Lasser & Co., will now pre- 
sent an analysis of the financial condition of magazines in our cate- 
gory, and will also show how these small- and medium-size periodicals 
will be affected by a 100-percent increase. 

Mr. Putnam. My name is Borden R. Putnam. I am a partner in 
the accounting firm of J. K. Lasser & Co., 1440 Broadway, New York 
City. 

J. K. Lasser & Co. specializes in the cost and accounting problems of 
a very large number of magazines. In addition to such work, we make 
many surveys and studies of all phases of the operations and economics 
of magazine publishing. Our firm has been active in this field for 
over 25 years. 

We appear here at the request of the Emergency Committee of 
Small- and Medium-Size Magazine Publishers. The Emergency Com- 
mittee has secured operating figures for the year 1950, from 207 maga- 
zines. These are small- and medium-size magazines, none having a 
circulation of over 200,000; the majority with circulations of under 
25,000, and a great many under 10,000. 

All of these magazines rely on second-class mail for distribution to 
readers; and, because of their size, no other practical means of dis- 
tribution is available to the publishers. 

Very few of these magazines are sold on newsstands. A good many 
are distributed in restricted fields of business or trade, and to restricted 
audiences having some special interest. 

Because circulation of the individual magazines is numerically small, 
advertising page rates are low, and unit printing costs are considerably 
higher than for the large circulation magazines. 

In my judgment, as a specialist of the publishing field, these 207 
magazines are typical of the 2,000 or so other small- and medium-sized 
magazines published in the United States. We submit, as an appendix 
to this testimony, a list of the magazines we have analyzed. 

(The list referred to is as follows:) 


Alphabetical list of publications analyzed by J. K. Lasser & Co. 


Administration,! New York, N. Y. American Roofer,! Chicago, IIl. 
Agronomy Journal,! Madison, Wis. American Shoemaking, Boston, Mass. 
Alaska Sportsman,! Ketchikan, Alaska Art News,! New York, N.Y. 
America, New York, N. Y. Atlantic Grocer, Norfolk, Va. 
American Artist,!) New York, N. Y. Atlantic Monthly,! Boston, Mass. 
American Aviation, Washington, D. C. Auditgram, Chicago, III. 

American Bottler, Atlanta, Ga. Automotive Dealer News, Los Angeles, 
American Brewer, New York, N. Y. Calif. 

American City,! New York, N. Y. Bakers Weekly,! New York, N. Y. 
American Hairdresser, Chicago, Il. Beach and Pool,! New York, N. Y. 
American Motel, Chicago, IIl. Bedding, Chicago, Il. 

American Restaurant, Chicago, III. Billboard,! Cincinnati, Ohio. 





1 Publications reporting in 1949 and 1950. 
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Alphabetical list of publications analyzed by J. K. Lasser & Co.—Continued 


Biological Abstracts, Philadelphia, Pa. 


Biscuit and Cracker, New York, N. Y. 

Black Fox,! New York, N. 

Camera Magazine,! Baltimore, Md. 

Casket and Sunnyside,! New York, N.Y. 

Catholic Mind, Boston, Mass. 

Chemist, New York, N. Y. 

Childrens Digest, New York, N. Y. 

Controller,! New York, N. Y. 

me — and Underwear, New York, 

Comgnotios and Toiletries, New York, 
aN. . 

Crockery and Glass Journal, New York, 


Cue,! New York, N. Y. 

Design,! Columbus, ie, 

Diesel Power, New York, Y. 

Directors Digest, Chicaed, | Mi 

Dog World,! Chicago, Ill. 

Down Beat, Chieago, III. 

Drug,! New York, N. Y. 

Drug Trade News,! New York, N. Y. 

Editor and Publisher, 1 New Y ork, N. Y. 

Education Digest,! Ann Arbor, Mich. 

Educational Music, Chicago, Til. 

Eleetrical South,! Atlanta, Ga, 

Electrical West, San Francisco, Calif. 

Etude, Bryn Mawr, Pa. 

Exhibitor,! Philadelphia, Pa. 

Farm Equipment Retailing, St. 
Mo. 

Feed Bag, Milwaukee, Wis. 

Feedstuffs, ' Minnea lis, Minn. 

Fibre Containers, ! Chicane. Ill. 

Financial World, i New York, N. Y. 

Fire Engineering,! New York, N. Y. 

Florists Exchange,! New York, N. Y. 

Food and Field Reporter,! New York, 
N. Y 


Louis, 


Footwear News, New York, N. Y. 

Forbes Magazine,! New York, N. Y. 

Fortnight, Los Angeles, Calif. 

General Federation Clubwoman, Wash- 
ington, D. C. 

Geophysics, Tulsa, Okla. 

Girls Fun and Fashion, New York, N. Y. 

Glass Digest,! New York, N. Y. 

Grain and Feed Review,! Minneapolis, 
Minn. 

Grit and Steel, Gaffney, 8. C. 

Grocery, ! New York, N. Y. 

Guide, Atlanta, Ga. 

Handbags and Accessories, New York, 

Harper's Magazine,' New York, N. Y. 

Heating & Ventilating, New York, N. Y. 

Home Furnishings, New York, N. Y. 

Hoofs and Horns,! Tucson, Ariz. 

Hotel Management, 1 New York, N. Y. 

Hotel Monthly, Evanston, Ill. 

Hotel World Review, | New York, N. ¥. 

Housewares Review, New York, N. 


Ice and Refrigeration, 1 Chicago, “TIL. 
1 Publications reporting in 1949 and 1950. 


Implement Record, San Francisco, Calif. 
7 pee and Tractor, Kansas City, 


Industrial Banker, Fort Wayne, Ind. 

Industrial Medicine and Surgery,! Chi- 
eago, Il. 

Infants’ and Children’s Review, New 
TORE. I< 8s 

Inland Printer,! Chicago, Ill. 

Instrumentalist, Glen Ellyn, Il. 

Insurance Field,! Louisville, Ky. 

Insuranee Salesmen,! Indianapolis, Ind. 

Interior Design,! Ne »w York, N. 

Investment Dealers’ Digest,! New York, 
N. Y. 

Journal of Aeccountaney,! New York, 

Lake Shore Club Discus, Chicago, IL. 

Leather Manufacturer, Boston, Mass. 

Legal Bulletin, Chicago, Ill. 

Linens and Domesties, New York, N. Y. 

Literary Cavaleade, New York, N. Y. 

Luggage and L eather Goods, New Y ork, 
N. Y. 


Machinery, New York, N. Y. 
Magazine of Building, New York, N. Y. 
Mate rials and Methods,! New York, 
 « 
Me n’s Wear,! New York, N. Y. 
Merchants Trade Journal, 1 Des Moines, 
Iowa. 
Metal Progress,! Cleveland, Ohio. 
Metals Review, Cleveland, Ohio 
Michigan Roads and Construction,! 
Lansing, Mich. 
Mid-Western Banker, Milwaukee, Wis. 
Milk Plant Monthly, Chieago, II. 
Model Railroader,! Milwaukee, Wis. 
Modern Industry,! New York, N. Y. 
Monumental News-Review, Buffalo, 


Motorship, New York, N. Y. 

Movie Makers,! New York, N. Y. 

Music Trades Magazine,! New York, 
: Se # 

Musical America,! New York, N. Y. 

National Cleaner and Dyer, New York, 
WN. ¥. 

National Defense Transportation Jour- 
nal, Washington, D. C. 

National Fur News,! Denver, Colo. 

National Petroleum News, Cleveland, 
Ohio. 

Naval Stores Review, New Orleans, La, 

Northwestern Miller,) Minneapolis 
Minn. 

Notions and Novelties, New York, N. Y. 

Office Appliances,! Chicago, III. 

Office Airline Guide, Washington, D. C, 

Oil and Gas Journal, Tulsa, Okla. 

Oklahoma Food Journal,!' Oklahoma 
City, Okla. 

Our World,! New York, N. Y. 
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Alphabetical list of publications analyzed by J. K. Lasser & Co.—Continued 


Pacific Fish and Game News, La 
Crescenta, Calif. 

Pacific Northwest Underwriter,! Seattle, 
Wash 


Paper Industry,! Chicago, III. 

Paper Trade Journal,! New York, N. Y. 

Parks and Recreation,! Rockford, III. 

Petroleum Engineer,! Dallas, Tex. 

Photo Dealer, New York, N. Y. 

Plays, Boston, Mass. 

Practical English, New York, N. Y. 

— Home Economies,! New York, 

Progressive Architecture,! New York, 
N. Y 


PSA Journal, Kutztown, Pa. 

Radio and Television Maintenance,! 
Atlantic City, N. J. 
Refrigeration Service 

Chicago, III. 
Restaurant Management,! New York, 


Engineer,! 


Retailing Daily,! New York, N. Y. 

Rock Products,! Chicago, Il. 

Rocky Mountain Oil Reporter, Denver, 
Colo. 

Rough Notes,! Indianapolis, Ind. 

Rubber Age,! New York, N. Y. 

Rudder,! New York, N. Y. 

Salt Water Sportsman,! Boston, Mass. 

Savings Bank Journal,’ New York, N. Y. 

Savings and Loans News, Chicago, IIl. 

School Activities, Topeka, Kans. 

School and College Management, New 
York, N. Y. 

School Executive,! New York, N. Y. 

Scientific American,! New York, N. Y. 

Sea-Western Yaching and _ Boating,! 
Los Angeles, Calif. 

Senior Scholastic, New York, N. Y. 

Sewage and Industrial Wastes,! Cham- 
paign, Il. 

Shipping Register, San Franciseo, Calif. 

South Shore Country Club, Chicago, Il. 

Southeastern Drug Journal, Jackson- 
ville, Fla. 

we hern Automotive Journal,! Atlanta, 

a. 

Southern Banker, Atlanta, Ga. 

Southern Fisherman, New Orleans, La. 

Southern Hardware,! Atlanta, Ga. 

— Hotel Journal, Jacksonville, 
‘la. 

Southern Lumber Journal,! Jackson- 
ville, Fla. 


Southern Lumberman, Nashville, Tenn. 

Southern Pharmaceutical Journal, Dal- 
las, Tex. 

Southern Power and Industry,' Atlanta, 
Ga. 

Southwest Water Works Journal, Tem- 
ple, Tex. 

ss Nate Salesman Magazine,! Chicago, 
] 


Spectator, Chicago, Ill. 

Speed Age, Washington, D. C. 

Sponsor, New York, N. Y. 

Sporting Goods Dealer, St. Louis, Mo. 

Starchroom Laundry Journal, New 
York, N. Y. 

Standard,! Boston, Mass. 

Sunday School Times, Philadelphia, Pa. 

Tap and Tavern,! Philadelphia, Pa. 

Telephony, Chicago, Ill. 

Textile Industries,! Atlanta, Ga. 

Tide,’ New York, N. Y. 

Timberman, Portland, Oreg. 

Tobaceo, New York, N. Y. 

Tourist Court Journal, Temple, Tex. 

Toys and Novelties,! Chicago, II. 

Trains,! Milwaukee, Wis. 

T V Forecast, Chicago, III. 

Underwriters Report, San Francisco, 
Calif. 

Variety,! New York, N. Y. 

Vend,! Cincinnati, Ohio 

Veterinary Medicine,! Kansas City, Mo. 

Wastes Engineering,! New York, N. Y. 

Water Works Engineering,! New York, 
N. Y. 

Weekly Underwriter, New York, N. Y. 

Western Advertising, San Francisco, 
Calif. 

Western Automotive Service, Los An- 
geles, Calif. 

Western Horseman, Colorado Springs, 
Colo. 

Western Plumbing and Heating Jour- 
nal,! Los Angeles, Calif. 

What’s New in Crops and Soils,! Madi- 
son, Wis. 

Wisconsin Beverage Journal, Milwau- 
kee, Wis. 

Women’s Wear,! New York, N. Y. 

Work Boat, New Orleans, La. 

World Week, New York, N. Y. 

Writer, Boston, Mass, 

Yachting,! New York, N. Y. 


Mr. Purnam. This chart, which I will display to you and a copy of 


which is in the testimony, shows clearly what happened. 


You have 


the 104 magazines on which we have figures for both 1949 and 1950. 
Fifty-seven magazines earned a profit in both years. ; 
However, in 1949, the aggregate profit of the 57 magazines was 


$2,840,000 and in 1950 it declined to $2,581,000. 


There were 12 


magazines that earned a profit in 1949 but declined into a loss in 1950. 
They earned $99,000 in 1949 and they lost $94,000 in 1950. 


1 Publications reporting in 1949 and 1950. 
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The CuHarrMaANn. Do you have those magazines broken down in 
your appendix here? 

Mr. Putnam. Yes; they are in the appendix; and this group I am 
referring to have a star. 

There are 29 magazines that operated at a loss in both years. In 
1949 the aggregate loss was $1,192,000. In 1950, these magazines lost 
less money, but they still lost $831,000. 

There were six magazines that operated at a loss of $16,000 in 1949, 
and converted that loss into a profit of $31,000 in 1950. 

The aggregate for the entire group of 104 magazines was a profit of 
$1,731,000 in 1949 and a profit of $1,687,000 in 1950. 

The figures for the year 1950, gathered by the emergency committee, 
were turned over to our organization for compilation. This data 
came from 207 small- and medium-size magazines. 

On May 4 last year we made a similar presentation before the 
Senate Post Office and Civil Service Committee, based on the operat- 
ing statistics of 130 magazines for 1949. 

In other words, we had 103 magazines in 1949 and 207 magazines 
in 1950. 

Considering the fact that we have had much less time to gather 
this data this year than we had in 1950, the increase in the number of 
magazines that reported their statistics to us is significant. Obviously, 
the smaller magazines are more conscious of what a sizable increase 
in second-class postage rates would do to their operations. It must 
be realized that 9 out of 10 of these smaller magazines are published 
by companies which publish only 1, 2, or 3 magazines. 

The actual cost of second-class postage to individual magazines is 
in many cases a modest sum in dollars, but a very large item of 
expense profitwise to the particular magazine. 

For those already operating at a loss, any increase would work @ 
hardship, and the increase proposed in H. R. 2982 would be a major 
catastrophy, in our opinion. 

The 207 magazines that we analyzed, including, of course, the 38 
percent that operated at a loss, paid a total of $1,245,000 in second- 
class postage in 1950. 

In our opinion, the immediate future for the smaller magazines is 
not encouraging. Based on past experience and observations, it will 
be months before many of the smaller magazines will experience 
increased advertising sales, although in the meantime they have and 
will continue to experience in their costs the results of this inflationary 
era. 

Over the past 20 years this group has experienced a well-defined lag 
of 12 to 18 months on major upswings in general business, but has felt 
the effect of adverse business conditions almost immediately. 

The data that we have prepared on these 207 small magazines for 
1950 show that 38 percent of them operated at a loss. These are the 
actual figures for the year 1950. 

Mr. Rees. How long were they in business? 

Mr. Putnam. Just various periods; some short periods, some of 
them for a great many years. 

Mr. Rees. How many for the last 5 years? 

Mr. Putnam. I do not have figures on that, sir. 

Mr. Rees. You do not know how new the area is, then, do you? 
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Mr. Putnam. No; except from general experience in this industry 
and going over the list of names, I am quite sure I can state that none 
of them is less than 3 years old. 

In other words, they are all above 3 years old. 

Would you not say so, Mr. Snyder? 

Mr. Snyper. Yes. 

Mr. Ress. Is it not a fact that a large percentage of the magazines 
you are talking about have been in business not more than 5 or 6 years? 

Mr. Putnam. I would not say a great many of them, Congressman. 

Mr. Rees. What percentage is it? You should know that. 

Mr. Purnam. I should say the average age of the entire group of 
207 magazines would be in excess of 10 years. 

Mr. Rees. What would you say about the last half of them? 

Mr. Putnam. I do not think I quite understand, sir. 

Mr. Rees. Would not you guess it would be less than 5 years? 

Mr. Putnam. No; | would not. 

The CHarrMan. Can you give us the names of some of the maga- 
zines that comprise the 38 percent there? 

Mr. Putnam. No, sir; I do not have those segregated. I can supply 
that to the committee. 

We have the complete list of magazines and would be glad to give 
the 38 percent. 

Mr. Rees. That is, the number is 38 percent; is that right? 

Mr. Purnam. Yes. 

Mr. Rees. Not the share of the business, though? 

Mr. Purnam. That is 38 percent of the numerical number; in other 
words, 38 percent of 207 magazines. 

The CxHarrmMan. What is the total circulation of the magazines 
comprising the 38 percent? 

Mr. Purnam. The total circulation averages, I think, 17,000 for 
the entire group that we have analyzed. The average circulation is 
17,500 for the entire group. 

Mr. Rees. What is it for the 38 percent? 

Mr. Putnam. I do not have that separately. 

Mr. Snyper. I think, Mr. Putnam, that is a piece of information 
you simply did not come prepared with. 

If it is perfectly proper, we will be glad to have it supplied. 

The CHarrMan. Very well, you can supply the information later 
and it will be inserted in the record. 

Mr. Purnam. We will be very glad to do so. 

(The information requested, subsequently furnished, is as follows:) 

THe ATLantic Monruty, 
Boston, Mass., April 9, 1951. 
Hon. Tuomas Murray, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 


Dear CHAIRMAN Murray: When the emergency committee of small- and 
medium-size magazine publishers testified before your committee on Tuesday, 
April 3, 1951, we undertook to supply certain information, requested by Congress- 
man Rees. , 

Mr. Rees raised the question of the age of the publications which we reported as 
showing a loss in 1950. I am now able to provide the information that the 
average age of this group of publications reporting losses was 33 years. Detailed 
_— on this report is contained in the appended letter from J. K. Lasser 

0. 
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As advised at the hearing, the questionnaire which we sent out, eopy of which 
is attached, did not request information on the total volume of business done by 
each publication. In view of the fact that your hearings will close by the 13th of 
April, I regret we find it will not be feasible to recanvass each of the 207 magazines 
to get their total income figures by that time. On any other questionnaire we 
send out, in the future, this information will become part of the data requested. 

We appreciate this opportunity to make available to the Committee as much 
of the information requested as could be derived from our questionnaire to 
small- and medium-size magazine publishers. 

Very sincerely yours, 
DonaLp SNYDER, 
Northeastern Chairman, Emergency Committee of Small and Medium 
Size Magazine Publishers. 
J. K. Lasser & Co., 
New York, N. Y., April 9, 1951. 
Mr. DonaLp SNYDER, 
Northeastern Chairman, 
Emergency Committee of Small and Medium Size Magazines Publishers 
Atlantic Monthly Magazine, Boston, Mass. 


Dear Mr. Snyper: You will recall that when the emergency committee of 
small- and medium-size magazine publishers testified before the House Post 
Office and Civil Service Committee on April 3, 1951, we undertook to supply 
certain information. 

With reference to the average age of the loss publications reported, we were 
able to secure this information readily, sinee each of these magazines is listed in 
Standard Rate and Data, where the founding date is reported publicly. 

The average age of those publications showing a loss is 33 years. A tabulation 
showing the average age in each of the groups set forth in our chart follows: 
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With regard to the average circulation, we find that the magazines in the loss 
group had an average of 21,000 direct-mail subscribers and 8,500 newsstand dis- 
tribution. A tabulation of average circulation for all groups follows: 
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In view of thé fact that hearings will close by the 13th of April, we find it will 
not be feasible to recanvass each of the 207 magazines to get their total income 
figures. We would like to point out, however, that postage is indeed an important 
item of cost to publishers since the aggregate second-class postage paid by the 
207 magazines reporting to us was equivalent to 43 percent of their composite 
profit before taxes. 

Since thé House committee expressed an interest in this point, we recommend 
that any future questionnaires distributed for the emergency committee include 
a questionnaire designed to bring in information on total operating costs. 

Very sincerely yours, 
J. K. Lasser & Co., 
By Borpen R. PutTnam. 


Please return this at once to J. K. Lasser & Co. If vou have any questions as 
to how to fill this out, Mr. Bell will gladly answer them by telephone (Wisconsin 
7-4064) or letter. 

To be treated as strictly confidential 


ae oe 
Mr. L. W. Besn, 
J. K. Lasser & Co., 1440 Broadway, New York 18, N. Y. 

Dear Mr. Beut: Here is the data for use in compiling the over-all 1950* 
picture for the Emergency Committee of Small and Medium-Size Magazine 
Publishers. 

If you publish more than 3 magazines, 
give the data for the others on a 
separate sheet of paper. 
SE aes toes Te SE ae ene so Bi Gh. ih Ph RR Ae ae 
1950* average circulation per issue_____- Cie werd. a Sseetu os 
Average subscription circulation, per issue 


ge eee eT eee + ee eee po aSes go gekas 
Average per issue newsstand distribution, 

ee7.._... : Soe . 5 AN ate: <P : oh Saeapaylye 
What percentage of newsstand copies are 

REINGl tS hci ee shs es nine sein &. 3 
Total second-class postage paid during 

ee a he Eee een anenk, somndads 
Total number of pages published in 

1900"... <=. et a > ea cds 
Total number of advertising pages in 

DO <n ccauti 


(Please don’t omit this information, 
which is vital. Without it we cannot 
calculate the percentage of effect of 
postal increases on the over-all 
profits of the small and medium-size 
magazines. Your information will be 
treated as strictly confidential). 

Net income of each magazine or of your 
whole company for 1950* (after all ex- 
penses except Federal income tax)..... ~_..---- : , 

*Please give figures either for 1950 or for your last fiseal year. 
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Mr. Purnam. Now, 52 percent of these 207 magazines earned Jess 
than $30,000. Nine percent earned more than $30,000, but less than 
$75,000. Three percent, or six magazines, earned more than $75,000. 

Mr. Rees. Do you mean net earnings? 

Mr. Purnam. Net earnings, before taxes. 

Mr. Rees. What percentage of the cost of operation of those maga- 
zines was for postage? 

Mr. Purnam. I do not have the percentage as against expenses. 
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Mr. Rees. What was the cost of operation, and what was the cost 
of postage? 

Mr. Putnam. Unfortunately, the magazines are very reluctant to 
give us that information. 

Mr. Rees. You are the auditor, are you not? 

Mr. Purnam. Yes; I am, but they refuse to give any independent 
agency all of these figures. They did supply us with the profit and loss 
and they did supply us with the amount of postage they pay and the 
circulation. 

I can tell you this, that the aggregate postage bill of this group of 
magazines was in excess of 40 percent of the net profit. That is apply- 
ing the loss against the profit. 

M;. Rees. But what I want you to tell me is what the total cost 
of operation was and then what the amount was, or the percentage, 
either way, for postage. 

Mr. Purnam. I understand the question clearly, Mr. Congressman, 
and I am sorry I cannot answer it. 

Mr. Rees. Will you get the information for us and put it in the 
record? 

Mr. Snyper. I brought that figure with respect to the magazines 
I know about, and I certainly would be glad to introduce it later on. 

Mr. Ress. I would be glad to have it for these 207 magazines that 
are being represented by the gentleman. 

Mr. Purnam. We will try and get that, sir. 

The CHatrmMan. Have you made an audit of each of these 207 
magazines? Is there a financial statement? 

Mr. Purnam. No. We have not made an audit of the magazines. 
These magazines supplied voluntarily certain information to us, which 
did not include a complete statement of their income and expenses. 
It did include a complete statement of their circulation, of their net 
profit or loss, as the case might be, and the amount of their postage 
bills. Those are the figures that we have analyzed. Their postal 
bill amounted to 25 percent, those that had a net profit. 

Mr. Rees. But how much was the postage bill? 

Mr. Purnam. The postage bill for the entire group was $1,245,000. 

Mr. Rees. All right; you have that. Now, will you just tell us 
what the cost of operation was, and we will have it. 

Mr. Putnam. I am sorry, Mr. Congressman, we do not have those 
figures. They did not supply them to us. You see, these figures are 
all supplied voluntarily by the publishers, and those figures we do 
not have at the moment. I think they can be secured. 

Speaking for the committee, Mr. Snyder, is it possible for the 
committee to get those figures? 

Mr. Snyper. I think there will be every effort to cooperate on that 
score. It seems to me that figure had been produced for the group 
of large magazines, and if they were able to get it, I do not see why 
we cannot get it in. 

In their case, I think it was 4 percent, as I recall Mr. Cole’s testi- 
mony. 

Mr. Ress. I am interested in that, but not at the moment. 

However, here is a man testifying on behalf of the 207 magazines. 
He talks about their profits and losses on these magazines. 

Now, the thing that I think we should have is this: He says the 
postage here is one of the big factors in the costs. What I would like 
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to know is what share of the cost is attributable to postage for these 
207 magazines that he represents as auditor? 

Mr. Putnam. Do you not think, Mr. Congressman, that it is signifi- 
cant that in this group, for example, that earned less than $6,000, that 
their postage bill was equivalent to 25 percent of their net profit 
before taxes? 

Mr. Rees. That is not what I want. If you do not have it and 
cannot produce it, that is all right. 

Mr. Snyper. That seems to be something we are not able to give 
you for the entire group. I propose to go back to the group, and | 
foresee we can get the information and we can supply it. 

The CuarrMan. If you do get it, send it down and it will be included 
in the record. 

Mr. Snyper. Very well. 

(The information requested was subsequently furnished the 
committee. 

Mr. Purnam. The effect of H. R. 2982 is also shown on this chart. 
We believe it works a hardship for all small magazines, and, unques- 
tionably, many of those now operating at a loss would have to suspend 
publication. 

Our analysis indicates that the 38 percent which had a loss in 
1950 would be converted to a loss of 44 percent when the bill becomes 
completely operative, that is, when the entire 100 percent postage is 
effective. 

We find also that 18 percent would be deprived of between 25 
and 90 percent of their present net profit, that 22 percent would be 
deprived of their 10 to 25 percent of their net profit, and that 16 
would be deprived of less than 10 percent of their present net profit. 

Mr. Rees. That is in number of magazines; is that correct? 

Mr. Purnam. That is in number of magazines. 

Mr. Rees. That is not a share of their circulation, is it? 

Mr. Putnam. No, sir; that is the number of magazines. 

Mr. Rees. Do you know whether or not this relates to the newer 
ones and the older ones? 

Mr. Putnam. This includes everything. The newer and older. 

A great many of these, of course, are very old magazines. Some 
of them have been published 50 years or longer. 

Mr. Freperick. I might interject to say that my magazine, Har- 
per’s, has operated for a hundred years. It is included in the loss 
picture presented by Mr. Putnam. 

Mr. Purnam. All of the comparisons cited assume that sales and 
expenses of these small magazines would remain at 1950 levels. We 
believe that any such assumption is untenable. 

The fact is that advertising sales for such small magazines for the 
first quarter of 1951 are just about even with 1950; and 1950 was an 
abnormally low year, certainly the first quarter. 

Comparing the same periods, expenses in every category are now 
substantially higher than they were in the first quarter of 1950. 

Paper costs, for example, have increased at least 15 percent; printing 
in many cases is already up 5 percent to 10 percent, and wages are up 
at least 10 percent. 

Mr. Rees. Since when? 

Mr. Purnam. Over the first quarter of 1951. 

82021—51——.25 
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Mr. Rees. That is, 10 percent more in the first quarter of 1951 
than in the first quarter of 1950; is that right? 

Mr. Putnam. bt sir. 

Mr. Rees. How would that compare with 1949? Would it be 
about 15 percent? 

Mr. Purnam. I would say at least 15 percent. I am thinking of 
several specific instances. 

Mr. Rees. And your paper is 10 percent more than it was before; 
is that right? 

Mr. Putnam. Actually, there was not a great deal of increase in 
the price of paper in 1949, Mr. Congressman. There was one increase 
in 1949, as I recall it, whereas there were three increases in 1950. 

Mr. Rees. Thank vou. 

Let me ask you: How much did you increase your advertising 
rates? 

Mr. Purnam. In advertising page rates? 

Mr. Rees. Yes. 

Mr. Purnam. I do not have that figure for the entire group. I 
will simply have to speak from general observation and experience. 

There were a great number of advertising rates that were put into 
effect in 1950. But I would like to point out one thing: That when 
the rate for a page of advertising is increased, that is, the number of 
dollars, the actual price for that advertising does not usually increase 
because the magazine is serving a larger number of readers. 

1 am sure you are familiar with the computation of rate per 
thousand. 

Mr. Rees. All right, but assuming that the number of subscribers 
remains the same, then how much do you increase it? 

Mr. Purnam. I know of no single case where the number of sub- 
scribers has remained the same and where the magazine has been able 
to put into effect a rate increase. 

Mr. Rees. You depend upon an increase in circulation; is that it? 

Mr. Putnam. Yes, sir. It is a fact that you cannot increase the 
advertising rate unless at the same time you increase the guaranteed 
net paid circulation. 

In my opinion, the real effect of H. R. 2982 would be more detri- 
mental to these magazines than our figures indicate. 

Mr. Snyper. Just to give you our position on what Mr. Putnam 
has just reported. 

We also realize that the post office has put before you certain facts 
and figures to illustrate its problem. At the conclusion of our testi- 
mony this morning we will present our suggestions for second-class 
postal rate increases. We will couple with them certain recom- 
mendations we believe will ultimately put our great postal service in 
true perspective from the standpoints both of finance and public 
policy. 

Little useful purpose would here be served by further amplifying 
the diverse, widespread, and specialized service to all Americans 
performed by the small- and medium-size American periodical press. 

You have heard of the magnificent contribution to education given 
by Grade Teacher magazine. Others in our category perform equally 
valurable services. 

For example, in each of their fields, the Northwestern Miller, 
published in Minneapolis since 1873; Industrial Medicine and Surgery, 
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published in Chicago; Oil and Gas Journal, of Tulsa; School Activities, 
Scientific American, each of them renders a constructive and essential 
service. They are small enterprises. 

Grade Teacher employes some 60 people; Northwestern Miller, 40. 
In the case of the Atlantic Monthly, it is 50. 

That is why the 100-percent rate increase called for by the Postmaster 
General must be evaluated against the injury which may well be 
suffered by our cherished concept of freedom of the press. Make no 
mistake about it, if this bill becomes law, the readjustments called 
for will be severe, that is, on the 100-percent premise. 

Many publications, as illustrated by Mr. Putnam’s figures, will 
fail. The additional burden imposed upon publications not yet 
born will make it harder for these periodicals to come into being, and 
I make a point of this because Congress has always and rightly been 
concerned with the economics and growth of new small businesses. 

Because small businesses in this category oftentimes convey power- 
ful ideas, it can be seen that postal rates do affect freedom of speech 
and freedom of the press; and never in our history has there been a 
time when the need for the fullest freedom of expression and the 
widest dissemination of information was more urgent. 

For these reasons alone, we feel that any increase now provided 
must be based on the most solid of facts. 

Drastic increases like those now called for should not be written 
into law until the fullest justification has been made and until the 
Post Office Department itself has done everything it can to make their 
need absolutely clear. 

We are not satisfied that all facts are in, and with some of those that 
are, we respectfully disagree. Until these doubts, and they are 
honest doubts, are resolved, we believe it catastrophic to take any 
steps which have even the remotest chance of damaging a very large 
number of small publishing enterprises of high social usefulness. 

Now, what are our doubts? The $521 million deficit itself. Should 
it be that large? And is it really a deficit? 

Here today is Mr. W. J. Rooke, southern chairman of the Emer- 
gency Committee of Small and Medium-Size Magazine Publishers. 
He is president of the W. R. C. Smith Publishing Co. of Atlanta, and 
publishes, among other magazines, Textile Industries, Electrical 
South, and Southern Power and Industry. 

Mr. Rooke. 

Mr. Rooxr. Thank you, Mr. Snyder. 

Mr. Chairman and members of the committee, our publications 
primarily serve the South, and, of course, in speaking today as southern 
chairman of the emergency committee, I welcome this opportunity to 
constructively discuss with your committee the postal problem, which 
we recognize is ours as much as yours. 

We are concerned about this bill. You heard Mr. Putnam show 
what will happen if 100-percent increases are passed. Speaking for 
our company, I can say that with the many increases in publishing 
costs, one of our publications is already losing money, and the pro- 
posed postal rate increases would wipe out over 60 percent of the 
total profit of a second publication. 

Mr. Rees. Why is it losing money? 

Mr. Rooxr. We have been striving for a number of years to make 
the publication a successful publication. We think we are rendering 
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to our readers a very fine service. We have not yet sold enough 
advertising to put it on a profitable basis. 

You have been asking about the age of some of these publications. 
That publication is 26 years old, and we are still hopeful we are going 
to make some money out of it. 

Mr. Rees. Have you not made any money yet, in 26 years? 

Mr. Rooke. About 2 years out of 25. 

Mr. Rees. How do you subsidize it? Through some other paper? 

Mr. Rooxe. We have other publications and we support it through 
the other publications. We are optimists; still hoping to get on a 
profit basis. 

Mr. Rees. Are the other publications doing all right? 

Mr. Rooke. Some of them; yes. 

The CuarrmMan. How many magazines does your company publish? 

Mr. Rooke. We have six. 

The CuHarrMAN. What is the combined circulation of the six 
magazines? 

Mr. Rooke. Between 90,000 and 100,000. 

In his testimony before you, the Postmaster General deducted 
from $521 million—the asserted deficit—$160 million, for air-mail 
subsidies, penalty mail, et cetera, as not being properly chargeable to 
mail users. This leaves an estimated deficit of $361 million; still, 
whenever the postal deficit is referred to $521 million is taken as the 
figure, but what we are really talking about, if we accept these figures, 
is $361 million, and not $521 million. 

Suppose that this $361 million item did remain as a charge against 
all the American people for the services rendered by the post office. 
Gentlemen, the Department of the Interior receives $568 million annu- 
ally; the Department of Commerce, $863 million; Agriculture, $2,- 
900,000,000; Federal Security, $1,400,000,000; General Services 
Administration, $574 million; Railroad Retirement Board, $596 mil- 
lion; Treasury, other than interest on public debt, $676 million. 

But when it comes to the post office, we speak of a “‘deficit’”’ of $361 
million. ' 

The CuHarrMANn. How can you compare the Post Office Department 
with those other departments when there are thousands of concerns 
using the mails for profit and business purposes? Your concern is 
using the mails to make money. I do not think it is fair or right to 
compare what the Department of Agriculture or the Department of 
Commerce or the Department of the Interior is spending in com- 
parison with the Post Office Department. 

Mr. Rooke. Mr. Chairman, I feel that both of them are rendering 
a service. I do feel that the users of the mail, like ourselves, should 
pay a part of the expense of it. I think that is right. 

But I do feel also that a good part of the post-office expenditures 
are made because they do render a service to the people of the country. 

For fiscal 1952, each American will be asked to spend less for the 
post office than most other government departments, so that he or 
she can enjoy the widespread multiplicity of services and benefits 
which the postman brings every time he rings the bell—and sometimes 
he rings twice every day. 

We believe, moreover, this service to the American people, even 
though it is not now unduly expensive, could total less than $361 
million annually. 
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Recently the Postmaster General announced plans for shifting 
from rail to truck transportation for short hauls. For example, the 
full effect of the undoubtedly large economies to be realized from this 
and further changes to truck service, are not yet known. Yet the 
proposal here is to legislate drastic rate increases to meet a deficit 
which will undoubtedly be reduced by these and other economies 

No doubt you are aware that the report of the House Appropria- 
tions Committee, just issued, makes some important observations 
concerning the postal service. We consider these comments pertinent, 
and believing they bear repeating now, I quote: 

The committee still believes, in spite of the testimony on mechanization pre- 
sented at this vear’s hearings, that the Post Office Department is still dragging 
its feet when it comes to the installation of modern mechanical equipment in its 
large city post offices throughout the country. 

The committee’s interest in improving and expediting the handling of mail in 
large post offices is well known to the Department, but it is taking too little heed 
of what the committee has said on this subject in previous reports. Again the 
committee wishes to restate, most emphatically this time, that the Post Office 
Department must take immediate steps to survey its needs for mechanical equip- 
ment and proceed without further delay with a plan which would embrace the 
complete installation of suitable mechanical equipment in those post offices which 
have a sufficient volume of mail to justify it. 

We think the Appropriations Committee’s comments on page 16 of 
its report are also important, and I quote: 

The committee regrets very much the extreme reluctance of the Post Office 
officials to encourage postal employees to participate in the suggestion system 
which is being used to advantage by all Government departments and large 
industrial and commercial firms. 

During the fiscal year 1950, the Post Office Department received only 2,017 
suggestions from over 497,000 employees and adopted only 71 of them, paying 
out only $610 in awards, the lowest by far among 10 major departments and 
agencies. While the employee suggestions in these other agencies ranged from 
20 to 112 suggestions for each thousand employees, the number in the Post Office 
Department was only 4 for each thousand employ ees. The amount paid out in 
awards to employees ranged from $3,165 to $266,926 during 1950 in these other 
agencies and none of them has as many employees as the Post Office Department. 
The committee hopes that the postal officials will take cognizance of this deplor- 
able situation and inject some leadership and enthusiasm into the Department’s 
lagging employee suggestion system. 

In other words, gentlemen, before the periodical press of America 
should be asked to shoulder a 100-percent increase which will 
seriously injure its small- and medium-size enterprises, the Post 
Office Department itself should take every step to reduce costs and 
improve its methods. 

We do not contend that adoption of the Appropriations Committee 
recommendations will alone solve the postal problem, nor do we 
suggest this in lieu of rate increases. However, we do feel you will 
agree with us that the Post Office has a coequal responsibility with 
us, the users of the mails, to operate its own establishment at the most 
effective levels possible. 

And, gentlemen, you can legislate 100 percent in increases, but, in 
our judgment, this does not mean that you will legislate 100 pe reent 
in revenues. We say this because the very large magazines will 
inevitably turn to alternate methods of distribution, while ms iny of 
the magazines in our small- and medium-size magazine ‘ategory 
either will have to suspend publication or suffer reduced circulations. 

That is why we believe that the severe damage which a legislated 
100 percent can cause, coupled with the considerably less total return 
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in any event, makes it undesirable and impractical to legislate so 
drastic an increase. And even assuming that the optimum of $40 
million was realized, the amount raised will not go far toward elim- 
inating the total postal deficit. 

In 1945 there was no deficit; the Post Office Department operated 
in the black. Since that time, wages and transportation are said to 
have increased $975 million. The benefits received from deficitless 
postal service in 1945 by all Americans are still enjoyed by the same 
Americans. If this is true, then the additional burden, if we are to 
call it that, of making up a $361 million deficit should be borne by all 
Americans and by all mail users. 

No doubt some of these considerations last year prompted Senator 
Leahy, of Rhode Island, after he had regularly attended all postal 
nag to introduce S. J. 197 at the conclusion of those hearings 
in July. 

We ask that a copy of this bill now be introduced for the record as 
part of our testimony because we believe that a study like that called 
for in the Leahy resolution will be beneficial. 

Mr. Rees. If we were to do that, we would have to postpone this 
legislation, would we not? 

Mr. Rooke. That is true, Congressman, except that we recom- 
mend that some reasonable increase be made at once. 

Mr. Rees. We appreciate that. I did not know you were recom- 
mending that. 

Mr. Rooke. And then go into our other proposition to put it on 
a more scientific and more permanent basis in the future. 

But we do recommend a reasonable increase be put into effect 
immediately. 

Mr. Rees. We appreciate that very much. 

Mr. Rooke. That study, under the joint direction of the House 
and Senate Post Office and Civil Service Committees, could determine 
the true place of the postal service in American life. To the extent 
that the post office is a business, let’s all get ready to share the load. 

To the extent that the post office is a service, like every other 
department, then let’s recognize it as that and budget accordingly. 

Pending these determinations, rate increases, probably for all 
Americans, should be provided in a manner least injurious to American 
institutions. 

Mr. Ress. I would like to ask a question. 

Nearly all of your publications go through the mail, do they? 

Mr. Rooke. They all go through the mail. 

Mr. Rees. What percentage of your total cost of operating your 
business goes for postage? 

Mr. Rooke. I have some of those figures. 

Mr. Rees. That would be easy enough to give. I want just the 
total cost. 

Mr. Rooxr. We spent altogether on postage last year about 
$40,000. 

Mr. Rees. How much did it cost to run your business? 

Mr. Rooke. About $1,600,000. 

Mr. Rees. Thank you. 

Mr. Sapiak. Mr. Chairman, I have just one question at that point. 

The CuarrMan. Mr. Sadlak. 

Mr. Saptak. Mr. Rooke, on page 10 of your statement you men- 
tioned that the postman sometimes rings the bell twice every day’ 
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Have you had many complaints from your subscribers as to the 
lateness of the delivery of your magazines? 

Mr. Rooke. No, sir. Sometimes they get two deliveries a day. 
There has been no criticism of the Post Office. 

Mr. Saptak. Since the curtailment order, do you say you have 
not had any complaints from your subscribers as to the mails being 
delivered late, or the magazines reaching them a day or two or a week 
later? 

Mr. Rooke. We have not. 

Mr. Freperick. Mr. Sadlak, may I respond to that question? 

My magazine is Harper’s magazine. I would be glad to tell you 
and introduce specific evidence before the committee that all mail 
deliveries west of Chicago are abominably delayed for my magazine. 

Mr. Rees. What do you mean by “abominable’’? 

Mr. Freperick. Four, five, six, ten, eight, twelve, fifteen days late. 

Mr. Rees. What percentage of your magazines go through the 
mail? 

Mr. Frepericx. About three-quarters of them are distributed by 
mail. 

Mr. Rees. What percentage of your cost of operation is for postage? 

Mr. Freperick. It is about 4 percent. 

Mr. Davis. There are many cases, are there not, where the maga- 
zines are brought into the area of the city and they still have to be 
delivered? 

Mr. Rooxe. That is true of the larger cities, larger communities. 

Mr. Gross. Mr. Chairman. 

The CHarrMan. Mr. Gross. 

Mr. Gross. Then, Mr. Rooke, your magazines are not circulated 
primarily to farmers, are they? 

Mr. Rooxe. No. Our publications go primarily to manufacturers 
and merchants. 

The CHarrman. Let me ask this gentleman from Harper’s: You 
would not expect to get the same expeditious service in the delivery 
of your magazine as you would for a first-class letter, would you? 

Mr. Frepericx. No, Mr. Chairman, we do not. But Mr. Sadlak’s 
question was whether there had been any delays incident to the cur- 
tailment of service that we are all familiar with. My response to that 
question is ‘“Yes,’’ we have experienced serious delays. 

The CHarrMAN. Where is your publication published? 

Mr. Freperick. It is published in New York City, sir. 

The CaarrmMan. How many offices of entry do you have? 

Mr. Frepericx. One. 

The CuHatrMan. Is that just in New York City? 

Mr. Freperick. No, we have one in Albany, at the printing plant. 

The Cuarrman. And you say the delay has been west of Chicago; 
is that right? 

Mr. Freperick. Yes, sir. 

Mr. Rees. Do you say the abominable part of it is due to this 
delivery you are talking about? Is that the cause of it? 

Mr. Freperick. I think that delays in service ranging up to 10 
days and 2 weeks are an abomination. 

Mr. Rees. But do you say that this change in deliveries made by 
the Post Office Department is responsible for all that? 

_Mr. Freperick. I am simply saying that they are coincidental 
pieces of evidence here. 
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The CuatrMaAn. Are you saying that there is now a wide-spread 
delay of 10 or 15 days on all your publications? 

Mr. Freperick. I am saying, sir, that our experience in the last 
4 to 5 months has been that the delivery of our magazine west of 
Chicago has beén seriously delayed, in some cases as much as 2 weeks. 

The Cuarrman. I think you are highly misjudging the situation. 

Mr. Freperick. I would be glad to present specific evidence to 
the committee, if you wish, sir. 

The CuatrMan. You are making a lot of general statements here, 
but you have nothing to back it up. 

Mr. Saptak. Mr. Chairman, I think these gentlemen can back up 
their statements. 

The CuHatrMan. Is it a question of transportation from New York 
out west of Chicago; is that where the delay is? 

Mr. Gross. It would still have to be delivered. 

Mr. Freperick. The delay is in mail deliveries west of Chicago. 

Mr. Wirnrow. Mr. Chairman. 

The Cuarrman. Mr. WirHrow. 

Mr. Wirnrow. Some of my mail, first-class mail, from Wisconsin to 
Washington, is taking 7, 8, and 9 days. That is inexcusable. 

The CHatrMan. Mine comes direct to me. 

Mr. Wirnrow. The first-class mail being the way it is, then, of 
course, your mail is not handled at all. That is exactly it. 

Mr. Freperick. That is right. 

Mr. Wirnrow. I think you are absolutely right. It is terrible to 
handle magazines in that manner, and a great deal of it is due to the 
fact that the first-class mail is not being handled right now. That is 
exactly it. 

Mr. Snyper. Mr. Chairman, we have Mr. Kalmbach with us, who 
is out in Milwaukee, and perhaps can give you a little inside informa- 
tion as to how the mail is handled there. 

Will you pick it up there, Mr. Kalmbach? 

Mr. Katmpacu. We have been having difficulty with the mail 
service through the Chicago terminal post office all this winter, and 
so far into the spring there have been considerable delays apparently 
in the handling through Chicago. 

The Cuarrman. Of course, you had a strike there twice during the 
winter in Chicago. 

Mr. Kaumpacu. Yes, and, Mr. Chairman, undoubtedly some of 
this effect is traceable to these railroad strikes and also to the fact that 
apparently there were certain pile-ups at that time, which took a 
while to untangle. 

Mr. Rees. That is an important thing. Have you taken that up 
with the Post Office Department? 

Mr. Kautmpacnu. | have talked with the local post office about it, 
and the superintendent of mails. 

Mr. Rees. Here is a man who says it is abominable. I am just 
wondering whether or not you checked with the Post Office Depart- 

= opel : ; 
ment to find out what is the matter. «It is not our job to check into 
that. I thought you had perhaps gone into that with the post office. 

Mr. Frepericx. We have made representations, Mr. Rees. I am 
not sure with what effect that has been, as yet. 

Mr. Rees. If it is abominable it ought to be corrected. 

Mr. Freperick. That is right. 
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Mr. Rees. It seems to me you are the ones that ought to take that 
directly to the Postmaster General and find out what is the matter. 

Mr. Sapiak. I think he ought to talk to his Congressman, Mr. 
Rees. 

Mr. Rees. That is right. 

Mrs. St. GeorGe. Or write to his Congressman. 

Mr. Kautmpacu. Mr. Chairman and members of the committee, 
Trains magazine is a general magazine about the railroad business. 
I am not only publisher, but am also former editor of Trains. I am 
likewise the author of several books on railroading for other publishers 
as well as for our own company. I am familiar with railroad rate- 
making procedures. 

It is an accepted basic principle for all freight-rate making approved 
by the Interstate Commerce Commission, that rates for various 
commodities differ widely even though the costs of handling are 
approximately the same. Rates are set with due regard for the value 
of the commodities handled and for ability to pay. No attempt is 
made to exactly apportion the average cost of transportation among 
different commodities using that transportation. 

A perusal of a railroad tariff will illustrate that rate-making is 
indeed the most complex of delegated responsibilities. And, gentle- 
men, I would like to introduce at this point a study made by the 
Interstate Commerce Commission entitled “Distribution of the Rail 
Revenue Contribution by Commodity Groups—1948,” which is 
typical. 

It shows that manufactured goods, as an example, pay approxi- 
mately four times the ton-mile rate of products of mines. 

Mr. Kautmsacu. In view of other accepted rate making principles, 
it is difficult for me to understand why every magazine, every news- 
paper, every third-, and fourth-class mail user should necessarily pay 
rates formulated on the same cost apportionment basis. Some users 
of the mails provide more service for the Post Office, such as pre- 
sorting. Some users of the mails have more public service value than 
others. Some have commodities of greater value in proportion to 
postage than do others. These are the kinds of considerations which 
are equated by the Interstate Commerce Commission when it con- 
siders freight rates. 

Here today we are discussing suggested rate increases, the justifica- 
tion for which is based upon the cost ascertainment report. While 
we do not purport to be experts on the cost ascertainment system, we 
can readily understand how many postal authorities, including 
Postmasters General, have concluded that this report should not be 
used for rate making purposes. For example. The cost ascertain- 
ment report for 1949 shows a total mail volume of 43,555 million 
pieces of all classes. Of these, 24 billion, or more than one-half, were 
first class; 7 billion were second class, presumably pre-sorted and 
packed, and received deferred handling. And while we are not experts, 
[ do know that if we eliminated from the mails all second-class, all 
third-class, and all fourth-class matter, we would still have to maintain 
every post office in the land, no matter how small. This is so because 
the mails are established primarily for communication, and first class 
is the basic American intercity communication method. Since a 
complete service would have to be maintained for first class even if 
there were no other classes, we fail to see how an accounting system 








388 POSTAL RATE REVISION 


which credits one class with a profit, and everything else with a loss, 
can be used as a proper base for making rates, particularly when more 
than one-half of all pieces are first class. 

Here is another illustration which shows why the cost ascertainment 
report should not be used as a rate making base. Within second class 
itself, preferences and exemptions are legislated for certain types of 
publications. If these preferences are justified, we do not oppose 
them, but we do most certainly feel that their cost should not be 
included as part of any stated deficit for second-class mail. More 
properly, the charge should be on the American people as a whole, 
not other mail users. Yet the cost ascertainment report includes 
them as part of an asserted second-class deficit. 

Gentlemen, if it takes an Interstate Commerce Commission to 
finally determine freight rates, and since the postal rate picture is no 
less complex, it may well be that an independent Postal Rate Com- 
mission, similar to that proposed by Mrs. St. George, should be pro- 
vided for in the very legislation you are now considering. This 
Commission, and certainly the magnitude of the Postal Establish- 
ment, will amply support the small cost involved, can fully and 
professionally evaluate these and other highly technical considerations. 

In freight charges, canned goods pay much more than coal, though 
costs are approximately the same for a haul of the same distance. 
Yet none of the railroads believe they are losing money carrying 
coal. It is this kind of thinking, resulting from the kinds of evalua- 
tions I have mentioned, which we believe would emanate from a 
Postal Rate Commission, thus providing a continual review of the 
postal rate structure, and aiding in the solution of the whole postal 
problem. 

The reason for the difference in rates is not that the manufactured 
goods cost much more to handle, but the reason for the wide variation 
in rate is the difference in value between, for instance, coal and manu- 
factured goods. The rate for coal is purposely set very low in order 
to cause the coal traffic to move. If a high rate were set on coal, it 
would increase the price of coal so much that coal would be restricted 
in movement. 

Railroad rates are set primarily at a level which will cause the 
traffic to move. 

Mr. Mitier. Wait a minute. In regard to the handling of manu- 
factured goods, when you handle manufactured goods at a terminal 
the cars have to be loaded, depending on the type of goods, and they 
have to be unloaded, by hand, whereas coal is loaded into a car 
automatically and dumped out of the car automatically. 

It moves on an altogether different type of train and the schedules 
of an altogether different type. Are not those factors that have to 
be taken into consideration? 

Mr. Katmpacu. Congressman Miller, those are factors, to some 
extent. But bear in mind that this carload traffic, which constitutes 
95 percent of railroads is traffic in which the shipper does the loading, 
the consignee does the unloading. So that the terminal handling it 
is not a factor. 

Bear in mind also that the cost of handling a car over the road is 
just the same regardless of whether that car has 50 tons of manufac- 
tured goods in it, or 50 tons of coal. 
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Mr. Mitter. I will grant you that, but, then, the points of origin 
may be the same in one case. They are not comparable to the points 
of destination. They are not comparable because manufactured 

roods may fan out from a locality in any direction, whereas the bulk 
iaulage of coal generally goes between two termini. Is not that 
correct? 

Mr. Kautmpacu. I am speaking, Congressman Miller, of ton-mile 
rates, which take into account distance as well as w eight. 

As to coal, after all, for instance, much coal traffic is landed in my 
home city of Milwaukee from the lake boats. From Milwaukee it 
fans out throughout the entire Midwest, into Iowa, Minnesota, even 
up into North and South Dakota. So the coal traffic is quite well 
distributed. 

Mr. Miuuier. But is not the majority of the coal traffic, the con- 
sumption of coal that is used for, say, the generation of electricity in, 
say, Des Moines, Iowa, that may originate in your Milwaukee point, 
is not that a constant haul back and forth? 

Mr. Kaumpacu. Yes. 

Mr. Mitter. If you took the amount of coal that is used, say, for 
domestic purposes, that has to fan out to the small towns, and if you 
also consider the amount of coal that goes in these two-way hauls, 
would not that use to industry and power to manufacture far out- 
weigh what goes into the domestic field? Is not that a basis that you 
also consider? 

Mr. Kaumpacn. I would say that that is a consideration, but it is 
only one of many considerations. 

The Interstate Commerce Commission study, if I may quote a 
detail of it, shows that coal traffic pays only 48 percent above the 
bare out-of-pocket cost of handling, while manufactured goods pay 
207 percent, or more than four times as much. 

Mr. Miiuer. It was not so many years ago, less than two genera- 
tions ago, that the railroads got all the trafic could bear of both coal 
and everything else. 

Mr. Kaumspacn. That is right. 

Mr. Mitier. That is part of the reason for the basis of the present 
rate structure. It was never broken down. ‘That historical influence 
is still there, is it not? 

Mr. Katmpacnu. That is a historical influence based, however, on 
the simple fact that a carload of manufactured goods, say a carload 
of paper, may be worth $10,000, while a carload of coal may be worth 
at the mine $200 to $250. Therefore the freight rate must be in 
some reasonable proportion; otherwise you are going to restrict the 
flow. 

Mr. Snyper. Mr. Kalmbach, we are not going to get our recom- 
mendations in there. 

The Caarrman. Judge Davis. 

Mr. Davis. Just as a matter of information, Mr. Kalmbach, you 
stated that the freight rates on manufactured goods are approximately 
four times higher than coal, percentagewise. You gave an illustration 
there of the rate on coal. 

Mr. Kaumpacn. Right. 

Mr. Davis. is there any relationship between the freight rate on 
ep manufactured goods and the cost of handling, such as insurance 

or liability for loss, or any other matter of that nature? Or is it 
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just an arbitrary rate which is set up because the value is greater 
and they can therefore collect a greater rate? 

Mr. ae lang I would say that the governing principle is that 
the traffic can stand a higher rate, although the costs of handling are 
a consideration, the cost of insurance and loss and so forth. 

Mr. Miuuer. The guiding principle, though, is that the traffic 
can stand a higher rate. ‘ 

Mr. Kautmpacu. That is the governing principle. 

Mr. Miuzer. Should we adopt that principle here? 

Mr. Kaumpacu. Congressman Miller, I do not believe that such a 
principle should be adopted in full, because you would have to draw 
a line between, for instance, different kinds of businesses using the 
mails. 

Mr. Mixer. I am talking about the ability to pay, which is the 
thing in effect that you brought out. I still maintain that this 
historical factor has a great deal to do with it, and then the ability to 
pay can enter it. 

Mr. Katmpacu. Yes. 

Mr. Miter. The railroads in the West, ninety, or eighty, or seventy 
years ago, and up almost to the turn of the century, went into your 
Lestat and made you show them your books and then they gave you 
a freight rate. 

Mr. Katmpacu. Yes. 

Mr. Mixter. It is on that historical premise that a lot of rates are 
still based. We have never succeeded, in the Interstate Commerce 
Commission, and the public utilities commissions in the States, in 
breaking down the thing. I am just wondering now. 

You introduced the Interstate Commerce Commission proposal 
here, and your own admission is that the rates come on the ability to 
pay. What I want to ask you is: Should we adopt that in this 
committee? 

Mr. Kaumspacu. Congressman Miller, I believe this is an instance 
of the complexity of this whole question of rates. Between different 
classes of mail, for instance, there is a different basic relationship 
between value of commodity and postage, and: this indicates the 
necessity for some form of Commission approval. 

With your permission, I would like to go ahead with my testimony. 

The CHAIRMAN. Just a minute. 

Do you advocate that the Interstate Commerce Commission fix 
all postal rates? Do you think Congress should pass legislation put- 
ting the entire postal rate structure under the supervision of the 
Interstate Commerce Commission? 

Mr. Kaumpacu. Mr. Chairman, I have read Congresswoman St. 
George’s bill, and I believe that that is a step to be very much com- 
mended, with one suggestion, if I may take the liberty: 

That this Commission suggested in the bill would be appointed by 
the Postmaster General. And I believe such a Commission should 
be an independent Commission. 

Mrs. St. GeorGe. I thank you, Mr. Kalmbach, for that suggestion, 
because I also feel that way about it. 

The CuarrmMan. Mr. Golden. 

Mr. GoupeNn. Since this gentleman seems to be an expert on the 
cost of handling commodities by railroads, I would like to ask him a 
question. 
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Mr. Kalmbach, maybe you could give some thought as to whether 
or not the railroads are charging the “Government fair and reasonable 
rates for carrying different kinds of mail. That is what we are 
talking about. 

Mr. Snyper. Mr. Chairman. 

The CuHarrmMan. Yes? 

Mr. Snyper. Am I right in understanding that you are to adjourn 
in about another 15 minutes? 

The CuarrmMan. We have another witness after your group finishes. 

Mr. Snyper. The minimum, it seems to me, that we ought to try 
to deliver to you are the recommendations that we want to make. 

The CnarrMan. That is right. That is the important part of it. 

Mr. Snyper. If we get that in, we can come back to these considera- 
tions later. 

Mr. Kaumpacn. Shall I just proceed? 

The CuarrMan. Your statement will be included in the record. 

Mr. Kaumracn. Then that will cover the remainder of my state- 
ment; is that right? 

The CHarrMan. Yes. 

All right, Mr. Snyder. 

Mr. Snyper. We submit that the prospect of a 100 percent 
increase in postal rates would be clearly disastrous and that the 
justification for such an increase is not there. 

However, it would be inappropriate for us to appear before you and 
oppose 100 percent increases if we did not present a program we 
think should take the place of so drastic a step. We do have such a 
program. In presenting it to you now, we do so with full confidence 
that you will seriously consider it, and that you will accept as bona 
fide the reasons which impel us to make these proposals. We are 
genuinely interested in working with your committee to once and for 
all solve this vexing situation, to the end that America can continue 
to possess a postal service second to none. 

First. For the immediate future, let second-class rate increases be 
limited to 25 percent over 3 years, no more than 10 percent in any | 
year. 

I want to most earnestly state that this is no token increase we 
suggest; the figures we have presented to you illustrate the severity 
even this increase will have on many important small and medium-size 
magi izines. 

Second. We recommend that this increase have few exceptions, so 
that the revenue raised can be spread over wide sections of the publish- 
ing industry, rather than imposed primarily on magazines in our 
category, which, we believe, will feel hardest the impact of the 100 
percent figure. 

Third. Simultaneously with the institution of this rate increase 
we recommend that one or both of the following steps be taken: 

A. Legislate into existence a postal rate commission, and give it 
ample authority and power to set rates for all classes of mail. users, 
with the possible exception of first-class. 

B. If you are not yet ready to set up a postal rate commission, then 
we urge the enactment now of Senate Joint Resolution 197, Eighty- 
first Congress, introduced as mentioned by the then Senator Leahy. 

It may be highly advisable to take both of these steps at the same 
time. The post office is a billion dollar business. A business of this 
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magnitude can indeed stand the kind of constructive assistance which 
a joint study would produce, and a postal rate commission would be 
considerably guided by the determinations made by such an analysis. 

In summary, a 25 percent increase, spread over 3 years, coupled 
with the establishment of a postal rate commission, aided by a joint 
congressional study to determine whether or not increases beyond the 
25 percent should be enacted later, presents a program which will, 
we believe, ultimately lead toward final solution of the post-office 
problem, and also yield revenue now. 

In accomplishing these objectives, the Emergency Committee of 
Small- and Medium-Size Magazine Publishers stands ready to work 
with Post Office officials, with members of this committee, with 
members of the Senate committee, as called upon. 

We appreciate the assistance we have received from the Post Office 
Department and its executives. 

In conclusion, we want to thank you for the opportunity you have 
given us to appear before you today. We will now be glad to take 
up the questions. 

The Cuarrman. Mr. Corbett. 

Mr. Corserr. I would like to ask the gentleman and those as- 
sociated with him if they believe that setting up such a commission 
would result in holding the rates approximately where they are, would 
result in an approximate reduction, or would result in an increase. 

Will you presuppose what a commission might do? I wonder if 

ou would presuppose what a commission might do as regarding rate 
increases or decreases. 

Mr. Snyper. For my own speculation—I do not want to bind the 
other members who are here, and I would like them to speak for 
themselves on that point, I cannot conceive of a study of that kind 
that Senator Leahy had in mind in his resolution not resulting in 
some reapportionment of the expenses as between the various classes 
of mail carriers. I believe that would happen. 

And suppose by that method you chipped off 10 percent from the 
allocation—we are speaking for second class—I cannot believe that 
the institution of the process engineering, which certainly has worked 
out in our business and other lines of business, would not chip off 
another 10 percent. 

Mr. Corserr. Let me interrupt here. 

Mr. Snyper. Yes. 

Mr. Corsert. Some of us were of the opinion, when this bill came 
in, that transferring the power of rate making from a responsible 
legislative group to an appointed commission might result in a great 
many unwholesome things. We also had the feeling at the time that 
it might result in some very arbitrary increases, and increases which 
would cover inefficiencies rather than seek to eliminate them, because 
you would have pretty much the situation of cost ascertainment, and 
then the attempt by irresponsible individuals to fix rates at a point 
sufficient to pay the bill. 

If you take out this committee and the committee of the Senate as 
a court of appeals on the matter of rates, it is my very sincere belief 
that you will get rate increases such as have not yet been contemplated. 

Mrs. St. GeorGe. Mr. Chairman, could I speak to that just one 
minute? 

The CuarrMan. Mrs. St. George. 
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Mrs. Sr. GeorGe. In the bill which I introduced, and in which I 
am, of course, very much interested, it is definitely ‘spelled out that 
there are certain things that have got to be taken into consideration 
in the making of rates; that is, the ¢ ultural value of these publications. 

The Commission is not going to be given a carte blanche to just 
go out and hike rates at all. 

Mr. Corsetr. How are they going to be checked? 

Mrs. St. GeorGe. They will be told they have to be governed by 
certain considerations. 

Mr. Corserr. The lady is even more familiar than I am as to what 
happens when a set of bureaucrats gets power separate and apart 
from legislative control. 

Mrs. Str. GeorGe. Yes, but there is some control in the bill. That 
is what I wanted to point out. I do not want you to think that they 
can just go ahead arbitrarily. 

Mr. Mivuer. Will the gentleman yield? 

Mr. Corsert. I yield, sir. 

Mr. Miter. In the case of communications, have we not delegated 
powers to the Federal Communications Commission? In the case 
of the Interstate Commerce Commission we have done it for certain 
other things, and also to the Civil Aeronautics Board for certain things 
pertaining to air transportation. Have we not already set that pattern? 

Mr. Corsetr. We have set the pattern, sir, and some of us have 
objected to it very violently. Our good friends from the South are 
certainly not happy about freight rates, and some of us are very happy 
about the allocation. 

Mr. Miuuer. But our friends from the South, though, do not do so 
badly with the Mississippi barge line. 

Mr. Corsert. All right, and so we could go on pointing out objec- 
tions and we can keep on with these various bureaucratic controls and 
commissions. 

I submit that every time we take a step in that direction we put a 
barrier between the public and business and the governing bodies that 
control their life and death. 

Mr. Miter. I know the feelings and the things you worry about. 
On the other hand, as Mr. Kalmbach has said, here is one of the most 
technical businesses that has to deal with fixing of rates. If this 
committee is going to function properly on this thing, we should have 
an engineering staff and rate experts to study it, comparable to the 
staff set up by the Interstate Commerce Commission, or any of the 
others. 

Mr. Corsert. I agree with that. 

Mr. Mituer. To me, it is not a good commentary on our democracy 
that 25 of us are supposed to sith ere and, among other things, are 
supposed to tackle this highly technical thing which has been set up, 
of rates. 

Mrs. Sr. GrorGe. Will the gentleman yield just for one more thing? 

Mr. Corsert. I yield. 

Mrs. St. Georce. I wanted to point out also that in this bill the 
final power is left with the Congress. This Board cannot arbitrarily 
make the rates without the consent of Congress. But they can do 
the study. They will do the technical work that we cannot do. 

I am sure the gentleman will agree with me on that. 
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Mr. Corserr. [ want to make one thing clear, and I bring this up 
only for that purpose. 

When your bill was up here some years ago, it originally did not 
provide that. I thought perhaps you were talking about that bill. 
It was later amended, and there was a final jursidiction by affirmative 
action in the Senate and the House. 

Mrs. St. Georce. That is correct, and that is the way it stands 
today. 

Mr. Corserr. On that basis, I will subscribe to the lady’s bill. 

Mrs. St. Georce. | thank the gentleman. 

The CuarrmMan. Mr. Golden. 

Mr. Gotpen. The gentleman presented a study of the charges 
made by the railroads for moving commodities, including the mail. 
I think the committee ought to have the benefit of a study and 
knowledge on the question as to whether or not the railroads are 
charging our Government correct and proper rates for the various 
kinds of mail that it handles, especially as to the practice that has 
grown up whereby the mail cars are charged to the Government when 
they come back empty; things of that kind. 

If you could give us some assistance on that, I would like the 
committee to have it. 

Mr. Kaumpacu. The question of railroad mail rates is again a 
highly technical question. I have talked about it in some “detail 
with members of the Interstate Commerce Commission statistical 
staff, with some of the statistical experts of the various railroads, and 
with one of the Interstate Commerce Commissioners. 

There seems no doubt that a good proportion of the railroad deficit 
is attributable to dead-end operations, that is, mail, express, and 
baggage, and that some adjustment in these rates is in order. 

At the same time, it is my personal opinion that there are illogical 
factors in the present set-up of mail rates, which perhaps could be 
raised to the advantage of the Post Office Department, perhaps even 
to the advantage of the railroads themselves. 

For instance, this return of empty cars, if the cars are returned 
loaded the railroads do not get paid for that mileage; yet it obviously 
is in the public interest to secure loads in the opposite direction for 
such ears, if it is possible. 

Mr. Corserr. What has been the history of rates in the railroads 
under the Interstate Commerce Commission in the last few years? 
Have any of them been altered, or any of them held the same? 

Mr. Katmpacu. Generally speaking, of course, all classes of rates 
have been raised since the war, with the inflation in costs. 

Mr. Corsetr. Except postage. 

Mr. Kautmpacu. Except the railway mail rates. There is an in- 
crease now in effect, pending final determination. 

Mr. Gotpen. Mr. Chairman. 

The CuarrMan. Mr. Golden. 

Mr. Goutpen. Has not the practice grown up among the railroads 
to take a half car of mail and send it over a certain route and charge 
for the entire car and then a few hours later send out another half car 
of mail over the same route? Are not there many inequities that 
need some attention in that particular about the rates the railroads 
are charging the Government for carrying mail? 
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Mr. Kavmsacu. I am not aware of that practice, Mr. Golden, but 
I do know that the mail space is contracted for on a space basis 
rather than weight basis and that therefore if a car is not filled and a 
full car is contracted for with the Post Office Department, it is paid 
for even though it is not loaded completely. 

The CuarrmMan. Are there any other questions? 

Mr. Rees. I have just one or two questions. 

The CHatrMan. Mr. Rees. 

Mr. Rees. What is the average weight of your magazine, Mr. 
Kalmbach? 

Mr. Kaumpacu. The average weight of Trains Magazine is approxi- 
mately 6 ounces. 

Mr. Rees, And you have a larger magazine, do you? 

Mr. Kautmpacu. We have a larger magazine, the Model Rail- 
roader. 

Mr. Rees. How big is that? 

Mr. Kaumpacu. That weighs about 9 or 10 ounces. 

Mr. Rees. Where is it published? 

Mr. Kaumpacu. In Milwaukee. 

Mr. Rees. What does it cost to send it to Los Angeles? 

Mr. Kautmpacu. | am not prepared to say what it costs to send it 
to Los Angeles, Congressman Rees. As you are aware, the zone 
rates on advertising vary with the distance. Our average cost per 
copy on Trains is approximately 1 cent. 

Mr. Rees. What would it cost if you sent it by first-class mail? 

Mr. Kaumpacn. First-class mail would cost approximately 18 cents. 

Mr. Rees. So you send it for 1 cent when it would cost 18 cents 
by first-class mail. 

You were talking about adjusting rates a while ago, with respect to 
a comparison of coal and manufactured goods. I was just wondering 
if you could use that same analogy and apply it to first- and second- 
class rates; or maybe we are charging too much on first-class rates 
and not enough on second-class rates, as applying to that particular 
magazine. 

1 wonder what your analogy would be here as compared with the 
analogy you made a while ago when we started to discuss this problem. 

Mr. Katmpacn. Yes. I would like to point out, if [ may, that we 
pay 1 cent per copy regardless of whether that is an individually 
addressed copy, or a bundle of 10 copies, or a hundred copies to a 
news dealer. 

But in our case, over two-thirds of our mailing consists of bundles 
to dealers, of various types. For instance, we ship to American News 
in New York 2,000 copies, and that costs us $20. At the same time, 
ap individual copy in New York would cost us 1 cent; that is, on 
Trains Magazine. 

The second-class rates are averaging out. 

Mr. Rees. You are in the same category, then, with the big 
magazines, are you not? 

Mr. Kautmpacn. No. The big magazines have the advantage that 
we could ship their newsdealers’ consignments by freight, which is 
cheaper. In the case of the small- and medium-size magazine pub- 
lishers, our quantities do not go above the minimums for freight rates. 
We have to make use almost exclusively of the United States mails. 

Mr. Rees. You were making a comparison awhile ago between coal, 
on the one hand, and manufactured goods, on the other, and you were 
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trying to explain to us in your expert manner the difference in the 
charges. 

So this is what came to my mind. Here is that Railroader maga- 
zine of yours that goes clear across the country for a penny, while if 
you put it over into the other category and send it through the mail 
again it would cost 16 or 18 cents. 

Mr. Katmpacu. That is right, Congressman. 

The CuarrmMan. Are there any other questions? 

Mr. Hagen. 

Mr. Hacen. Did I understand you to say your magazine goes 
throughout the whole country for 1 cent a copy, regardless of zone? 

Mr. Kaumsacu. That is our average cost per copy. 

Mr. Hagen. That is quite a different answer. Mr. Rees seems to 
have had the understanding, and I did, too, that that is 1 cent a copy. 
That is not true, then, is it? 

The CuairmMan. That is the average. 

Mr. Hagen. That is quite a different matter. 

Mr. Kaumpacu. That is right, Congressman Hagen. 

The average rate is determined by the Post Office from our zone 
statement filed each April and October, of zone distribution. Actually, 
if we break it down into that zone rate, we would find, I think, that 
our copies to the west coast, let us say, would cost us, depending on 
the percentage of advertising, as much as three or four times as much 
as copies in our section of the country. 

Mr. Miuuer. But it averages off at 1 cent a copy; is that right? 

Mr. Kaumpacu. Yes. 

Mr. Miuuer. So if you take those in the first zone, you would be 
distributing magazines for a quarter of a cent apiece. 

Mr. Haacen. I have another question. 

The CuarrMan. Let us get through with these witnesses as soon as 
we can, because we have the representatives of the American Legion 
here and we do not want to make them come back tomorrow. 

Mr. Hacen. In the case of books, they go out throughout the 
country for the same rate, regardless of zone. 

Mr. Kaumpacu. That is right. 

Mr. HaGen. It is a public service and Congress has recognized that. 

Mr. Kaumpacu. Yes. 

Mr. Hagen. In like manner, many of your publications have the 
same amount and same type of matter as books. It is just a matter 
of publication; is not that true? 

Mr. Kautmpacn. Yes. 

Mr. Hacen. Yet in the case of many of your publications, through 
no fault of yours, you will have to discriminate against the reader 
and the buyer in Montana or Texas or Arizona, or Florida, if your 
publication is out of Chicago, because you have to charge that 
person a higher rate due to the increased postage by zones. 

Any sort of an increase would be discriminatory, in my opinion, to 
the little people back in the hinterlands throughout the country, 
definitely so, seta the people in New York and Chicago and the 
big cities can get the publications from the newsstands or get house- 
to-house delivery of a publication that has a big circulation. 

Now, is that a fair statement to make? 
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Mr. Katmpacu. On the whole, that is a fair statement, Congress- 
man Hagen. 

Mr. Hacen. This is a public service of carrying your publication 
through the mail, yet it is a discrimination against certain people 
throughout the country on a public service. In the case of letters 
and other types of first-class mail, there is no difference because the 
rate is the same throughout the country. 

The Cuarrman. Wait a minute. You magazine publishers would 
want to pay the book rate in view of the present rate, would you? 
Is that what you are driving at? 

Mr. Hacen. My point was increased rates. 

Mr. Snyper. We sell 75,000 words in the form of the Atlantic 
Monthly, of equal quality, for 50 cents. That is not the retail price 
of books by a considerable stretch of the imagination, and there is a 
differential that has to be accounted for. 

The CuarrmMan. Of course, we all know the book rate is consider- 
ably higher than the magazine rate. 

Mr. Snyper. Yes. 

The CHarrMan. We thank you very much for your appearance 
here, gentlemen. You have been very cooperative. 

Mr. Snyper. We appreciate the opportunity of appearing before 

you. 
The CuarrMan. We have with us Mr. Miles Kennedy, legislative 
director of the American Legion, who is here with Mr. James F. 
O’Neil and Mr. James F. Barton. 

Mr. Kennedy. 


STATEMENTS OF MILES KENNEDY, LEGISLATIVE DIRECTOR, THE 
AMERICAN LEGION, AND JAMES F. O’NEIL, DIRECTOR OF PUB- 
LICATIONS, THE AMERICAN LEGION, ACCOMPANIED BY JAMES 
F. BARTON, CONSULTANT, PUBLICATIONS COMMISSION OF 
THE AMERICAN LEGION 


Mr. Kennepy. Mr. Chairman, I appreciate this opportunity and 
my statement will be very, very brief. 

Mr. Chairman and gentlemen of the committee, my name is Miles 
Kennedy. I am legislative director of the American Legion. 

We have one witness with us here this morning, who, with your 
permission, we would like to have testify. He is Mr. James F. O'Neil, 
one of our past national commanders, and who at the present time is 
director of publications of the American Legion Magazine. 

With your permission, I would like to present Mr. O'Neil. 

The Cuarrman. We are glad to hear Mr. O'Neil. 

Mr. O’Nem. I am the director of publications, and I address my- 
self to the American Legion Magazine. 

We have filed a formal statement and I assume that will be inserted 
in the record. 

The Cuarrman. Your entire statement will be included in the 
record, 

Mr. O’Nert. Thank you, sir. 

(The statement referred to is as follows:) 
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STATEMENT OF JAMES F. O’NetL, Director oF PUBLICATIONS, THE AMERICAN 
Lecion, tn ConNEcTION With Hearines on H. R. 2982, a Birt To Reapsusr 
Postat Rates 


Mr. Chairman and members of the committee, the American Legion Magazine 
is the official publication of the American Legion, a patriotic, nonprofit corporation 
chartered by act of Congress. Its publication, production, and distribution is 
financed by revenue from the members of the American Legion and from adver- 
tising. Each member of the American Legion receives the American Legion 
Magazine in return for an annual subscription price of 75 cents per member, 
which is paid as part of his national dues. 

Technically speaking, the American Legion Magazine in 1950 made a profit 
of $316,516.01, the difference between the circulation (the 75-cent allocation of 
each member’s dues) and the advertising revenue and the total operating cost. 

The word “technical” is used advisedly because the $316,516.01 thus acquired 
was diverted to the general fund to help defray the expenses of the child welfare, 
rehabilitation, Americanism, and national security programs. 

Based on the experience of the first 3 months of 1951, it is certain that we will 
not realize $316,000 this year. Increased operating costs, which will exceed 
$200,000, and probable decreases in advertising and circulation revenue, will 
reduce this narrow margin of technical profit to less than $100,000. 

H. R. 2982 would jump our operating costs $100,000 in the first year, another 
$50,000 in the second year, and $50,000 more in the third year. Actually this 
would mean that the American Legion Magazine would be legislated out of 
existence in 1952 unless the national dues were upped and advertising revenue 
increased. The factors militating against such possibilities are many. 

The American Legion Magazine has no newsstand sale and no effort is made to 
secure outside subscriptions. 

Because virtually the entire distribution of the magazine is through second- 
class mailing, the proposed increases in postal rates would have a very serious 
effect upon the operation of the American Legion magazine. The figures sub- 
mitted herein speak for themselves. 

It should be borne in mind that none of the profit made from the operation of 
the American Legion magazine goes to anv individual or to any organization 
except the American Legion. As stated previously, this profit becomes a part of 
the national revenue of the American Legion to promote its rehabilitation, child 
welfare, Americanism, and other worth-while objectives. 

The American Legion as a national organization during its 32 years of existence 
has never deemed it advisable to raise its national dues to permit a greater sub- 
scription revenue for its official publication. It has always been its objective to 
keep the national dues at the lowest possible amount so that no veteran can be 
deprived of his right to join the American Legion because of financial consider- 
ations. 

It may be of historical interest to you that the caucus of the American Legion, 
which was held in St. Louis, Mo., May 8, 9, and 10, 1919, appointed a publica- 
tions committee which is composed of one representative from each of the then 
departments of the American Legion; and this committee, after considering the 
advisabilitv and necessity of having an official organ, submitted the following 
recommendation to the caucus, which recommendation was unanimously approved: 

“The committee on publications recommends that this caucus of the American 
Legion inaugurate a national publication which shall be the Legion’s exponent 
of Americanism; that this, the sole and only publication of the American Legion, 
be owned and directed by the Legion for and in the interest of all Americans; 
that the publication committee be continued that it may proceed as organized 
with the details of founding this publication, with the advice and under the control 
of the executive committee of the American Legion, which shall add such specially 
qualified members to the publication committee as it may see fit; and this publica- 
tion shall be a national, nonpartisan, nonsectional organ for the service of the 
American people, a champion of Americanism which means independence, 
security, health, education, greater contentment, progress for every patriot, to 
be the torch, the beacon light thrown into our hands by the Americans who fell, 
and held as a unique and living monument to that other legion which did not 
come back.’’ 

The first issue of the American Legion Weekly, consisting of 30 pages, including 
the cover, was issued on July 4, 1919, and on the cover appeared the following 
cablegram from the General of the Armies: 
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CHAUMONT, FRANCE, June 15, 1919. 


It gives me much pleasure to extend to the American Legion my hearty good 
wishes for success on the occasion of the first issue of the official paper of the 
society of veterans of the great war period. The Legion is destined to be of 
tremendous value in fostering the ideals and purposes for which we fought, and 
in spreading among our people the lessons learned in the war. The American 
Legion Weekly, as the medium of communication throughout the country, will 
more closely unite the already strong bonds of comradeship among the members. 
I predict a most useful future for the Legion and the loyal support of all for the 
new weekly. 

PERSHING. 

The first editorial matter, appearing on page 6, was entitled ‘The Spirit of the 
Legion” and was as follows: 

“The American Legion Weekly is born on this one hundred and forty-third 
anniversary of the signing of the Declaration of Independence. Appropriately 
so. The principles and ideals of that epochal document in human liberty are 
those of the American Legion, which the American Legion Weekly represents. 

“The Legion itself is a pe conan expression of purpose by those millions ot 
Americans who helped crush autocracy. Out of their common experience through 
the dark months of the war has grown a comradeship and a patriotism which is 
vitalized by their organization into this signle concrete force which will stand 
always as a barrier against the forces of greed, ignorance, and chaos. 

“The American Legion is the epitome of that Americanism for which it stands. 
Its voice is the majority voice of its members, its will the will of the many. Spon- 
taneous in inception, it has been democratic in its development. There are no 
titles recorded on its rolls. It is free of rank, of caste—and of partisanship. If 
it seeks in a full measure to serve those who were in service, it seeks in fuller 
measure to serve America.”’ 

“In this spirit the American Legion has entered upon its mission. In this 
spirit the American Legion Weekly sets upon its way.” 

The American Legion Weekly, however, was not a success financially in that 
the 75 cents per member, plus advertising, was not sufficient to cover the cost of 
its operations, and a change from a weekly to a monthly was authorized by the 
1925 convention at Omaha, Nebr., and became effective in the middle of the year 
1926, the first issue of the American Legion Monthly being published and dis- 
tributed with the July 1926 issue. 

The American Legion at iis national convention in 1935 authorized the publica- 
tion and distribution to all of its members of another publicaiion—a monthly 
newspaper of tabloid size. Ten cents of the sum allocated to the American 
Legion Magazine as a subscription price was sei aside as a subscription price for 
the National Legionnaire. 

Effective January 1, 1948, in the interest of economy, the National Legionnaire 
was limited to six issues each year—three of which issues were four pages and 
three issues were eight pages. 

Effective January 1, 1949, the National Legionnaire was discontinued as a 
separate publication and is now carried as an eight-page insert in each month’s 
issue of the American Legion Magazine, and all of the 75-cent subscription revenue 
is now used to partially finance the magazine. 

I know that the mambers of this committee are familiar in at leasi a general 
way wiih the work which the American Legion does throughout the United States 
in making positive contributions to preserving, protecting, and defending our 
American way of life. The American Legion Magazine is in the forefront of 
this battle, inspiring the individual Legionnaire and the post with which he is 
affiliated not only to oppose communism and all other authoritarian forms of 
government but to support the Legion programs—of rehabilitaivion of the dis- 
abled of both world wars, child welfare, Boy Scouts, junior baseball, citizenship 
training, school awards, and the many other projects which give form and sub- 
stance to that section of the Legion’s constitution which seeks ‘‘to inculcaie a 
sense of individual obligation to the community, Siate, and Nation.’’ We 
believe that this magazine provides vital support to this varied, far-flung program. 

The proposed increase in postal rates which is currenily before your commivtee 
would, the American Legion feels, destroy the American Legion Magazine, a 
circumsiance which would drastically curtail our organization’s contribution to 
this country’s welfare and would actually play into the hands of America’s 
enemies. 

The American Legion is grateful that its official publication during all the 
years of its existence has, by proper action by the Congress of the United States, 
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been a part of the group known as special rate publications—those that are main- 

tained by and in the interest of religious, educational, scientific, philanthropic, 

agricultural, labor, fraternal and congressionally chartered veterans’ organiza- 

tions or associations not organized for profit, which now receive a special prefer- 

_ in that the higher zone rates on advertising portions are not applicable to 
em. 

The American Legion feels that the American Legion magazine should continue 
to receive that preference and therefore opposes the proposed increases in postal 
rates as set forth in H. R. 2982. 

The CuarrMan. All right, Mr. O'Neil. 

Mr. O’Neri. We have enjoyed, through the graciousness of Con- 
gress, a special rate publications consideration. We trust that that 
might be extended to H. R. 2982. 

The CHarRMAN. You are in the category of the nonprofit patriotic, 
scientific, and educational publications; is that right? 

Mr. O’Net. Yes, Mr. Chairman. 

I would point out that H. R. 2982, if applied to the American 
Legion magazine, would actually put us out of business. 

For the year 1950 technically we had a profit from the magazine 
of $316,516.01, which was applied to the general fund, to be used in 
rehabilitation, child welfare, Americanism, and all of the other 
programs of the American Legion. 

Our costs are increasing. Our 1951 costs will be about $200,000 in 
excess of those of 1950. 

In view of some of the questions that have been raised, I would 
say that our postal rates represent about 6 percent of the cost. H. R. 
2982 would increase our costs to about 10 percent for postage. 

The Cuarrman. What are you paying for postage now? 

Mr. O’Ner. We are paying about $175,000 on postage at the 
present time, Mr. Chairman. 

Mr. Rees. Your magazine goes through the mail entirely, does it 
not? 

Mr. O’Netw. Yes, sir; practically everything. That is restricted 
to the membership. 

The CuatrMan. In other words, you are sending a magazine to 
each member individually through the mails, you do not have them 
distributed, do you? 

Mr. O’Net. No, sir. It all goes through the mails, Mr. Chairman. 
And we have no newsstand distribution of the magazine. 

The CuarrMan. In other words, when the veteran who is eligible 
joins the American Legion, a certain percentage of his dues will g0 
to the national organization and out of that a certain amount is taken 
for the subscription to the magazine; is that right? 

Mr. O’New. That is right, sir; 75 cents. $1.25 of the member's 
dues will go to the national headquarters, and of that, 75 cents is 
allocated to the magazine. Out of that, with the advertising revenue, 
we are able to operate the magazine. 

I might say that our advertising content, as related to the editorial 
content, is about 25 to 75 percent. 

We would like to see it 35-65, but we operate on the basis of 25- 
75. 

Much of our editorial content, of course, is restricted to news 
directly affecting veterans. 
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Formerly we had a weekly paper which was distributed to member- 
ship, but that has been combined now in the magazine as an insert, 
so that we have one publication which is distributed to the membership 
monthly, and that is the American Legion magazine. 

Outside of that, we have no other means of contacting our member- 
ship from national headquarters. 

In view of the formal statement, Mr. Chairman, and the time, 
I think it would be well for me to make myself available for question- 
ing to the members of the committee. 

The CuarrMan. In other words, you would like to see this same 
preferential weight continued, which you now have; is that right? 

Mr. O’Neru. Continued and be exempted from H. R. 2982; that 
is, the increase provisions of H. R. 2982. 

The CuarrMan. That is what I say, and that the preferential rate 
that is given you now be continued. 

Mr. O’New. That is right, sir. 

The CuarrmMan. That is, the rate for nonprofit, patriotic, religious, 
educational, and scientific publications. 

Mr. O’Net. Yes, Mr. Chairman. 

The Cuarrman. Are there any questions of Mr. O’Neil? 

All right, Mr. Kennedy. 

Mr. Kennepy. Mr. Chairman, might I ask the record also show 
present on behalf of the American Legion, although he is not testify- 
ing, Mr. James F. Barton, whom I have here with me, and who 
formerly held the same position with the Legion that Mr. O’Neil now 
occupies? 

The CHarrMan. Yes. 

I see also a statement from Mrs. Willis C. Reed, national president 
of the American Legion Auxiliary. 

Mr. Kennepy. Yes. I was going to ask that Mrs. Reed’s state- 
ment be included in the record after Mr. O’Neil’s statement. 

The CHarrMan. Mrs. Reed’s statement will also be included. 

(The statement referred to is as follows:) 


STATEMENT OF Mrs. Wiis C. REED, NATIONAL PRESIDENT OF THE AMERICAN 
LeGion AUXILIARY, IN CONNECTION WitH HEARINGS ON H. R. 2982, a Biuu 
To Reapsgust Postat Rates 


Mr. Chairman and members of the committee, National News of the American 
Legion Auxiliary is the official national publication of the American Legion 
Auxiliary, a nonprofit organization of women dedicated to aiding in the work 
of the American Legion. Each adult member of the American Legion Auxiliary 
receives National News for an annual subscription price of 25 cents, paid with 
her annual dues. The entire cost of publishing and distributing the publication 
is paid out of this 25 cents per member subscription fee, no advertising being 
carried. 

Present cost of producing and delivering National News to a subscriber for 1 
year requires practically all of the 25 cents subscription fee. As the vast majority 
of American Legion Auxiliary members are wives of war veterans who are facing 
the problem of meeting increased household expense, any increase in the sub- 
scription price at this time is considered impractical. Therefore, any large in- 
crease in the cost of National News would force suspension of the publication. 

The increased postal rates as proposed in H. R. 2982 would increase the mailing 
cost of National News by 66% percent the first year, estimated from the proposed 
minimum charge of \% of a cent per piece. This increase would amount to ap- 
proximately $6,000 per year, which, added to other increases in costs, would 
exceed the amount available for the support of the publication, 
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We feel that National News is highly valuable in keeping the American Legion 
Auxiliary’s nearly 1,000,000 women, grouped in 13,560 local units, informed on 
the work of the organization. Since this work is devoted largely to patriotic 
education, combating communism, rehabilitation of disabled war veterans, wel- 
fare of children of veterans and national security, we think the keeping of our 
members informed and active is of importance to the Nation. We, therefore, 
wish to vee our opposition to the increases in second-class postal rates as pro- 
posed in H. R. 2982. 


The CuarrMAN. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Thereupon, at 12 noon, the committee recessed, to reconvene at 
10 a. m. Wednesday, April 4, 1951.) 
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WEDNESDAY, APRIL 4, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrice anp Civit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHatrMAN. The committee will be in order. 

The hearings on H. R. 2982 will be resumed. 

The first witness this morning is Mr. Ed Anderson, representing 
the National Editorial Association. Mr. Anderson also represents 
the Washington Newspaper Publishers Association, Inc., and the 
Iowa Press Association. 

Mr. Anderson is accompanied by Mr. Francis F. Schweinler, 
president of the Wisconsin Press Association, of Madison, Wis. 

We will be glad to hear from Mr. Anderson first, then we will hear 
from Mr. Schweinler. 


STATEMENT OF ED M. ANDERSON, NEWSPAPER PUBLISHER, ON 
BEHALF OF THE NATIONAL EDITORIAL ASSOCIATION, THE 
WASHINGTON NEWSPAPER PUBLISHERS ASSOCIATION, INC., 
AND THE IOWA PRESS ASSOCIATION 


Mr. ANpErRsON. Thank you, Mr. Chairman. 

My name is Ed M. Anderson. I am publisher of five weekly 
newspapers in four counties in western North Carolina, and I am 
appearing here today as chairman of the legislative and postal com- 
mittees of the National Editorial Association, the national trade 
association of the weeklies, semiweeklies, and small daily newspapers 
of the Nation, with a total membership of approximately 6,000. 
These newspapers are located in every State and have a combined 
circulation of about 14 million. 

As you members of this committee know, most of the newspapers 
that I represent are widely known as the grass roots or small town and 
rural newspapers. Primarily they are printed and published in 
towns of less than 10,000 population and serve neal tam rural 
America in which reside over 50 percent of the total population. 

It is needless for me to call your attention to the generally accepted 
fact that these newspapers and their editors have long been noted 
for the public service which they perform and that they are, as a 
rule, more interested in public service than in making money. 

I appreciate the privilege you have extended in permitting us to 
submit our testimony on i. R. 2982. 

We have noted with keen interest that the requests from the Post 
Office Department, as provided in H. R. 2982, for increasing rates on 
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second-class mailing, are considerably more moderate than they were 
2 to 4 years ago. However, we feel strongly that these requests, 
amounting to 100 percent increase in the next 3 years, are entirely too 
great, and we oppose the bill on that ground. 

As stated before this committee in the past, we would be willing to 
submit to a reasonable increase of not over 30 percent for a 3-year 
period of 10, 10, and 10, provided: 

1. Improvements are made in the operation and services rendered 
by the Post Office Department; 

2. An independent commission is appointed to make a thorough 
study of the Post Office Department to determine and recommend 
economies and national policies; 

3. Retention of free in county; 

4. Equality of treatment of all newspapers in matters of distribu- 
tion and postal regulations. 

We disagree with statements made by Postmaster General Donald- 
son that newspapers enjoy a tremendous subsidy from the Govern- 
ment and that the publishing industry as a whole is enjoying the most 
prosperous period in its history. 

In our segment of the industry, our volume has just about reached 
a peak and our costs have climbed to astounding and frightening 
heights, with the result that our net profits are shrinking to even 
dangerously low levels. 

To prove this statement, here are the results of an impartial national 
survey made last year by the weekly newspaper bureau of the National 
Editorial Association. The newspapers covered by the survey total 
dollar income was distributed as follows: Mechanical payroll, 27.5 
percent; all other payroll, 22.56 percent; newsprint, 6.74 percent; 
heat, lights, and power, 2.10 percent; rent, 2.55 percent; cuts and 
mats, 2.44 percent; repairs, 1.90 percent; postage, 1.65 percent; cir- 
culation, 1.32 percent; travel expense, 1.95 percent; correspondents, 
1.55 percent; office expense, 2.12 percent; miscellaneous expenses, 
3.73 percent; commissions, 2.68 percent; discounts, 2.52 percent; 
taxes general, 1.93 percent; insurance, 1.33 percent; interest, 1.23 
percent; depreciation, 3.75 percent; bad debts, 1.13 percent; news ink, 
0.77 percent; or total expenses of 93.45 percent, leaving gross profit 
of only 6.55 percent. 

That, I believe you gentlemen will agree, is a very narrow margin 
of profit. This national study was made purely for the purpose of 
giving information on costs of production to members. I have 
checked those percentages with my own newspaper operations and 
find that they are typical. In fact, one of my companies, which 
publishes two weekly newspapers, did a gross dollar volume of 
$84,942.85 in 1950 at a cost of $79,341.71, leaving a gross profit before 
income taxes of $5,601.14 Corporation taxes amounted to $1,572, 
and the net profit was $4,029.14, or 4.87 percent of the total dollar 
income. ‘ 

The amount invested in that property is approximately $75,000. 

In 1947, on a much less total dollar income, that same company 
made $11,027.45 net profit, or nearly 15 percent. 

In our division of the industry, it is no secret that we face a most 
serious economic problem as a result of rising costs of operations, and 
that we have raised advertising and subscription rates about as much 
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as we dare. Each year now we are making less and less profit and 
wearing out our pe ger faster. 

Joe T. Cook, editor of the Times, Mission, Tex., board chairman 
of the National Editorial Association, states: 

I know that all of our publishers have faced rapidly increasing labor and material 
costs and I know that their percentage of profits is diminishing almost to the 
vanishing point. That has also been our experience here at the Times. Our 
volume seems to get larger and our net profit smaller both percentagewise and 
dollarwise. Frankly, I shudder at the thought of raising subscription rates to 
take care of increased postal rates because of the tremendous blow our section 
has had because of the devastating freeze in January. 


And as we face the problems of an emergency period, this situation 
looks darker and darker. Actually, I do not believe any of you 
members of this committee know of many instances in which the 
editors and publishers of small nondaily newspapers have gotten rich, 
and I doubt if you ever will. 

Therefore, to continue in business and to serve our communities, 
counties, and Nation, we have to watch and avoid all increased costs. 

In regard to the so-called subsidy, we maintain the post office rural 
delivery service, which was established nearly 100 years ago, was set 
up to serve rural and village America. It is a costly service and we 
do not think that we, who are heavy users of this service, should be 
expected to pay the high cost. The cost report showed that this 
service cost the Department $152,800,000 last year. If it is a subsidy 
to anyone, it is a subsidy to those living on the farms and in isolated 
sections and to the dissemination of information to them. 

Since about half of our subscribers are rural families, we are forced 
to use the mails whether we want to or not. Metropolitan dailies and 
various periodicals can and have found other means of distribution, 
but we have to rely on the mails and we do not think a percentage of 
this RD service should be charged up as a deficit to second class and 
for us to pay for it. Neither is it fair to describe it as subsidy to the 
newspapers. 

We feel that our publishers would make every effort to absorb the 
extra cost involved in a postal second-class-rate increase of 30 percent 
in the next 3 years. Anything beyond that point would probably 
have to be passed along to the subscriber in terms of increased circula- 
tion rates. 

In view of current high costs of living, it is contended in our industry 
that such increases would result in decreased circulation and that 
would be injurious to our advertising rate structure and to the dis- 
semination of information to voters. 

Many publishers of small dailies and weeklies have reported time 
lags among former subscribers, and the tendency toward short-term 
subscriptions, those for less than for 12 months, is returning. 

While the large- and medium-size-farm operators are probably in a 
fairly prosperous condition, this high income status does not prevail 
among all farmers by any means. Early in February 1951 a report 
prepared for the Joint Committee on Economic Report of the Eighty- 
second Congress, disclosed facts that were not completely realized by 
the casual observer of rural affairs. 

The summary of underemployment of rural families shows: 


Two million of nearly six million farm families are now producing less than 
$1,800 each year in farm products, including products used in the home. In 
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addition to these farm families, there are 8,531,000 rural nonfarm families, 
1,500,000 of whom had annual incomes of less than $2,000 in 1948. 

And so it is obvious that these low-income families will not be in a 
receptive mood to accept increase in subscription price, if and when 
Congress should raise postal rates on second class to the point where 
we would have to pass along such increase. 

It is not provided in House bill 2982, but we understand an amend- 
ment might be offered to abolish the historic free-in-county privilege. 

The Cuarrman. Where do you get that information, Mr. Ander- 
son? What is your basis for that statement that you understand an 
amendment might be offered to abolish the historic free-in-county 
privilege? 

Mr. Anprerson. Probably from a statement made by Congressman 
Miller, of California, who announced some time back that he would 
offer such an amendment for partial abolishment of free in county. 

Mr. Miuuer. I may say I have never made a firm statement to 
that effect, but if you want me to make such a statement to accom- 
modate you, I will be glad to do it. 

Mr. Anperson. We do not really want it. 

Mr. Miuuer. I never made the statement. I have argued against 
the free in county. I have argued against continuing free in county 
where there are no city deliveries. 

Mr. Goupen. Mr. Miller, will you yield, please? 

Mr. Miter. Yes. 

Mr. GotpEeN. We discussed this in subcommittee when we had 
this same question up before, and Mr. Miller stated his reasons for 
wanting to introduce some amendment. But I thought we reached 
pretty healthy agreement on that at that time. 

Mr. Minter. I was under that impression, too. 

Mr. Goupen. I do hope that nothing occurs that may disturb our 
tacit agreement, because I think it would be injurious to many small 
publishers. I am especially interested in them because my district 
is composed entirely of such publications. I was just hoping that 
nothing would occur that would sort of get our dander up and make 
us kick our traces here. 

Mr. Miuuer. I am perfectly willing to enter the amendment if 
the gentleman wants it. He makes the charge now. 

I want the record to show that I believe you cannot justify free in 
county on a rural delivery route. 

Mr. Anperson. Mr. Chairman, that is why we mentioned it here, 
because of the rumored proposal. 

Mr. Mituier. Am I having a little heat put on me by my friend 
over there? His newspapers have apparently gone to work already. 
I will meet it when it comes, too. 

Let the record show that the small papers of my district are already 
beginning to put the heat on me. I make that statement for the 
information of Mr. Daley who is sitting over there. I want Mr. 
Daley’s name to appear there. 

I might say Mr. Daley has been sending copies of my statements to 
Mr. John Long, who is his contact in California, for the information of 
the smaller publishers out there. 

The CHatrMan. I might say there for the record that I never heard 
Mr. Miller, of California, say that he was going to offer any amend- 
ment to eliminate the free in county. He has questioned the justness 
and fairness of it from time to time. 
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But last year, when we had H. R. 2945 up for consideration by the 
House, Mr. Miller actively supported free in county. He then did not 
offer an amendment to strike that. 

That is why | am surprised at your statement here, that you thought 
an amendment would be offered to strike free in county. 

I collaborated with the Postmaster General in drafting this bill, and 
I insisted that the free in county be retained in any legislation to be 
considered by the Congress. 

Mr. Anprerson. Mr. Chairman, If I recall correctly, on the floor of 
the House last year, you offered that as an amendment to the bill at 
that time, and it prevailed. That is correct, is it not? 

The CHarrman. That is right. 

Last year the Postmaster General got up a bill which did not provide 
free in county, and | protested at the time. This year I told him that 
any bill this committee might consider should in its original draft have 
the free in county. 

Mr. Anperson. Mr. Chairman, I purposely mention it was not put 
in on the spot. We want to state our story about it. 

Mr. Mixiier. You have given me a good opportunity to put into 
the record the thing I did want to put into the record, and that is that 
I am beginning to get the pressure. I know that Bill Daley will be 
very glad to know that his work is bearing fruit now. 

Mr. Gross. Mr. Chairman. 

The CaairnmMan. Mr. Gross. 

Mr. Gross. Mr. Chairman, the amendment might be offered any 
time. I donot know why the feathers rise so high in this thing. 

Mr. Miter. If Mr. Gross followed the rest of it, the gentleman did 
mention me by name. He mentioned the fact that 1 was the one that 
was going to put it in. 

Mr. AnpErson. Mr. Chairman, we in the newspaper business do 
not always reveal our sources of information until we are very sure. 

Mr. Ress. It might be well if you sometimes would. 

Mr. AnprERSON. But when we publish it, we do. 

Mr. Mitier. I am not concerned with any of those sources of 
information that you have in the newspaper field. I know how you 
get some of it. 

The CuatrMAN. You may continue with your statement. 

Mr. Anprerson. Thank you, Mr. Chairman. 

We are opposed to such proposed amendment because its elimina- 
tion would automatically, under present rates, increase the postage 
bill of the weekly, semiweekly, and small daily newspapers by around 
$720 thousand annually, and would represent an increase of between 
20 and 35 percent annually under the present rate structure. Under 
the proposed amendment freé in county would no longer apply where 
there is delivery to the patron by rural or star-route carrier. 

I think that is the point, Mr. Miller, that you had in mind. 

According to testimony of postal officials, the estimated loss on free 
in county is $11 million. The total weight of these publications was 
given at 80 million pounds. 

If the present rates paid for “in county”? mail were substituted for 
the free, that is up to 1 cent per pound, on all free in county, it would 
yield about $800,000 in additional revenue, which is roughly 28 percent 
of the postage now paid by the nondaily newspapers, and would repre- 
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sent that much increase to them, before applying the other proposed 
increases that would hit all users of second class. 

Of the free in county, post-office figures show that 75 percent of it 
is used by small daily newspapers and only 25 percent by the non- 
dailies. We have several hundred small dailies in our membership 
and are deeply concerned as to the twin increases they face if an amend- 
ment practically abolishing free in county should prevail. 

Our association believes that any agreement to accept a reasonably 
moderate increase in second-class rates should be contingent on the 
willingness of the two congressional committees handling the legisla- 
tion to include an amendment insuring weekly newspapers equality 
of treatment in postal handling. 

The recent experiences resulting from arbitrary bureaucratic rulings 
have focused attention of weekly publishers to this issue. 

Two recent strikes involving interference with mail distribution 
have focused attention on discrimination against weekly newspapers 
in emergencies. Some of our weekly members have reported to us 
that the discrimination between newspapers should be eliminated. 

For instance, the views of Harold Cooper Roberts, chairman of the 
Pennsylvania Newspaper Publishers Association legislative committee, 
and publisher of the Conshohocken Recorder, semiweekly, and other 
weeklies, are typical of communications received by us. Mr. Roberts 
contends that— 
when use of the mail is involved, there is just as much public interest in receiving 
a weekly newspaper as a daily. 

Most of us will concur in the Pennsylvania publisher’s argument 
that— 

So far as spot news is concerned, the daily—and especially the metropolitan 
daily —ordinarily has a complete set-up for distribution by truck, district agent, 
and carrier. The weekly is more apt to rely upon mail to reach subscribers within 
its immediate circulation area than is the daily. 

Mr. Rees. Do you mean by that that there is discrimination by 
the Post Office Department with respect to daily papers as against 
weekly papers? 

Mr. Anperson. Yes. 

Mr. Rees. They treat one better than the other? 

Mr. ANperson. Yes. 

During the recent embargoes we had many instances in the United 
States where the dailies were mailed, but the weeklies were held from 
the train routes for a number of days because of the embargo. 

The CHairMan. How long did the embargo last, Mr. Anderson? 
It was just a short period of time; was it not? 

Mr. Anperson. It lasted a comparatively short period of time; yes. 

Mr. Rees. Is that a matter to be considered in this legislation? 

Mr. ANDERSON. We feel there should be an equal treatment between 
the two types of newspapers. 

Mr. Rees. I understand that. But should that be considered here? 

Mr. AnpEerRsOoN. We offered an amendment that we recommend for 
your consideration. 

Mr. Rees. Have you taken it up with the Post Office Department? 

Mr. Anperson. It has been called to their attention. 

Mr. Rees. Did you call it to their attention? 

Mr. AnpEerRSON. Various members of ours did, who were affected 

by it. 
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Mr. Rees. What did they say? 

Mr. Anperson. They did not get too much assurance that it would 
not happen again. 

Mr. Ress. Is it happening now? 

Mr. AnpErson. Only in cases of emergency, such as the rail em- 
bargo. 

The CuarrMan. It never happened except in this special emergency, 
Mr. Anderson. 

Mr. ANpERSON. That is right. 

Mr. CuairMan. You know that the general practice is to give the 
same consideration to the transportation of weekly papers as is given 
to the daily papers by the Post Office Department. 

Mr. Anperson. Under normal conditions. 

The CuHarrmMan. Certainly. 

Mr. Rees. Let us get the record straight. 

Are you charging that you know there is discrimination presently 
being practiced by the Post Office De ‘partment with respect to daily 
papers as against the weekly papers? Is that your charge now before 
this committee? 

Mr. ANpErson. In the case of the railroad strikes, where an embargo 
was imposed, we sustained it; not in normal operations, where there 
is no emergency with respect to transportation. 

Mr. Rees. But you are. saying that in cases of emergency, the Post 
Office Department discriminates against the weeklies. 

Mr. Anprerson. They move the dailies and not the weeklies by 
train. 

Mr. Rees. Do you say they favor the daily papers? 

Mr. ANpERsON. Yes, sir. 

Mr. Hagen. Mr. Chairman. 

The Cuatrman. Mr. Hagen. 

Mr. Hagen. The record shows there is a difference in handling. 
The Post Office Department admits it. They refer to the fact that 
they do give preference to the dailies. That is an admitted fact 
that is in the record. We have correspondence to that effect. I 
have some, and so have you. There is no dispute about that. The 
Post Office Department gave the daily newspapers preference at the 
time of the railroad embargo. That was an exceptional situation, 
but that is what you are complaining about. You are complaining 

about discrimination during emergencies and exceptional situations, 
and you ask why they should be discriminated against at such a time. 

Mr. ANperRson. Yes. 

Mr. Hacen. It is part of our duty to look into the operation of the 
Post Office Department. 

Mr. Rees. Not in this legislation. 

Mr. Hacen. He recommends an amendment to stop that sort of 
thing. That is why he is presentin 

The CratrmMan. That has no + tool in this hearing at all. Of 
course, in the railroad strike, the ‘aol transportation by train was 
paralyzed and, naturally, they had to place an embargo on mail 
matter during that short emergency. That was not typical of the 
general practice of the Post Office Department. 

Mr. Anprerson. Mr. Chairman, we contend, though, that if they 
are going to mail one group they ought to mail the other because 
there should not be discrimination because of frequency of issue. 
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The CuarrMan. You know, there is the question of getting the 
mail handled the best way they could, by bus or by truck. The 
train operations were stopped in the large metropolitan railroad centers. 

Mr. AnperRsoN. But they did let the daily newspapers go through, 
but held back the weeklies. 

The CuatrmMan. How long did the embargo last? It did not last 
a week, did it? 

Mr. Anperson. Three days. 

The CuarrMan. You are making a mountain out of a mole hill here. 

Mr. Anperson. It could happen again. That is the point, Mr. 
Chairman. 

The CHarrMan. Well, it has not any place in this hearing. 

Mr. Anperson. There is another matter, Mr. Chairman, we have 
in this statement that actually does not have any place, so far as this 
committee is concerned, I do not think, but it is the same type of 
discrimination. 

The CuarrMan. Is that the lottery ruling? 

Mr. Anperson. It relates to the lottery ruling, yes. 

The Cuarrman. Of course, you are familiar with the lottery 
statutes and with the unlawful mailing of lottery matter. The 
Solicitor’s letter states that these publications are mailed at the pub- 
lisher’s risk, and you also know that. 

Mr. Anperson. That is correct. 

But the letter specifically stated, in the case of the Oregon news- 
papers, which is reported here, from Mr. Delany’s office, who, I now 
understand, has resigned as Solicitor; that in the case of a daily that 
had a questionable ad in it, that daily was permitted to be mailed 
with a warning issued to the publisher. 

But in the case of a weekly, it stated that the newspaper should be 
withheld and Washington notified, 3,000 miles away to get a decision 
before the mailing of the publication. 

We see no reason why that weekly publisher’s paper should not be 
mailed and the warning sent to him just the same as it would apply 
to the daily publisher. We maintain that the legal notices, the ad- 
vertising, the news, in the semiweekly, triweekly, is just as timely as 
it is if published in a daily newspaper. 

That is the point we bring out here, and we head it up with the 
recommendation for a proposed amendment just for your considera- 
tion. 

The CHatrmMan. We certainly cannot consider amendments to 
lottery laws in connection with this legislation, Mr. Anderson, and 
you know that. 

Mr. AnNperson. Our recommendation, Mr. Chairman, is contained 

on page 5 of my statement, and states as follows: 
Provided, That newspapers issued daily, Sunday, or weekly, of which the leading 
and major feature is the dissemination of timely news, including summaries of 
timely news, of interest to the general public, shall be given equal consideration 
by the Postmaster General, in the receipt, distribution, transportation, and de- 
livery thereof. 

It does not say anything about lottery. It is merely equal con- 
sideration. After all, the newspapers both have second-class mailing 
permits. 

The Cuarrman. I think the weekly newspapers have been treated 
pretty well by the Post Office Department, and I think I will show 
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you how well they have been treated before you get off the stand this 
morning. 

Are you through with your statement now? 

Mr. Anperson. No, Mr. Chairman. 

During recent weeks, hundreds of editorials have been printed in 
our member newspapers about the proposal for increasing second- 
class rates and about the general operation of the Post Office Depart- 


ment. 
The CuarrMan. Mr. Anderson, those editorials are largely pub- 


lished as a result of a plea or urging by you for the papers to do so; 
is that not correct? 

Mr. Anperson. No, Mr. Chairman. We do not have any control 
over the editorial pages of any of our member newspapers. They are 
all interested in their own problems. 

The CuatrmMan. Do you say you did not send out to newspaper 
members of your association material to be used for editorial purposes 
op this bill? 

Mr. AnprErson. We sent them information about the bill. 

The CuarrmMan. Do you say you did not suggest that they write 
editorials? 

Mr. AnpeErson. In any way in the world they want to use it. We 
do not make recommendations as to how they run their newspapers. 

The CHarrMan. You did not suggest editorials? Js that what you 
say? 

Just to get the record straight here now, I am going to put in the 
record at this point a memorandum sent out by you, dated March 9, 
1951. It is headed ‘National Editorial Association, 222 North 
Michigan Avenue, Chicago 1, IIl.,” and states: 


THIS IS IMPORTANT TO YOU 


Dear NEA Mempber: Strenuous effort is now being made by the Post Office 
Department and by President Truman to rush legislation through Congress that 
will double second-class postal rates. 

At the request of the Postmaster General, Chairman Tom Murray, of the 
House Post Office Committee, introduced a bill, H. R. 2982, on February 28 and 
Postmaster General Donaldson testified Tuesday, March 6. President Truman 
commented sharply in his message to Congress on February 27. Tuesday, 
March 6, Senator Johnston introduced a companion bill, 8. 1046, and hearings 
start before the Senate committee next week. 

In both bills the proposals call for 100 percent increase in second-class rates in 
3 years—50 percent the first year, 25 the second, and 25 the third year. The 
House has called publisher witnesses to testify beginning Wednesday, March 14. 
Of course, these hearings will last for some time and, of course, we'll be there, 
but we need help. Yes, your help. 

Obviously we have a real battle this time. In the past we have been able to 
hold the line against more postal costs for you, but this drive is bending the line. 
We are now in for a big fight, and you and I know that one of the greatest prob- 
lems you and I face today as publishers of small papers is the constant rising cost 
of operation. 

Now here is how you can help. Enclosed are some supplementary statements 
on the subject. They are yours to use as you wish in an editorial, if you so desire. 
If you publish an editorial on the subject, please send me a copy and send copies, 
together with a letter, to your Representative and Senator. If you do not use 
an editorial on the subject, how about writing your Representative and Senator? 

The time for action is now. Will you help? 


Cordially yours 
dei : Ep M. ANDERSON, 


Chairman, NEA Legislative Committee. 
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Then you furnish data regarding increased postal rates for use in 
editorials and you cite here an editorial in your statement published 
by some paper in Indiana, I believe. Is that correct? 

Mr. ANpErRsoN. That is correct. Petersburg. 

The CuHarrMaANn. Your statement would lead me to believe that this 
editorial was not prompted by you, but yet I have checked the 
editorial with the data that you furnished to all your members for 
preparation of editorials and I find almost the identical language 
sent out by your in this editorial. 

For instance, you cite the Interior Department and its deficit, and 
the Commerce Department, and the Department of Agriculture, and 
all those figures are the same in this editorial that you put here in 
your statement, Mr. Anderson. 

Mr. ANperson. Mr. Chairman, may I refer you back to the letter, 
to the note there? You asked me the question as to whether or not 
I asked them to write it. Wedid notask. We said, ‘‘ You may use.”’ 

The CHAIRMAN (reading): 

They are yours to use as you wish in an editorial, if you so desire. 


Mr. Anprerson. We furnished information to them; yes. It is 
purely a matter of furnishing information and that is the purpose of 
the trade association: to inform its members about what is going on, 
and that is what we were doing. 

Mr. Wirnrow. Just a moment on that. 

I do not see anything so wrong about his keeping the rural news- 
papers informed as to what is going on down here. I would be very 
much alarmed if 1 were a publisher of a magazine or a weekly news- 
vaper. There is the history of this legislation during the last session. 
Mir. Donaldson recommended the bill, and it is pretty generally 
acknowledged that if that had been written into law it would have 
wrecked all the country newspapers and publishers in the country. 

It is reasonable to assume that something drastic will be done here. 

I think you did the right thing in informing those gentlemen of 
the dangers involved here, because I believe, personally, although I 
am not one of the older members of this committee, that this is a 
very haphazard manner in which we are attempting to set rates. 

I will make a prediction. Mr. Donaldson was in here before the 
committee two or three times in the last session, and every time he 
trimmed his sails. Now, I just predict that he will be in after all of 
you gentlemen have appeared here and have stated your case, and he 
will come forth and say that the rates should be reduced. I do not 
believe that is the proper way to do business. 

The CHarrMAN. Here is the point J am making: Mr. Anderson says 
in his statement: 

During recent weeks hundreds of editorials have been printed in our member 
newspapers about the proposals for increasing second-class rates and about the 
general operation of the Post Office Department. 

Attached to this statement is a copy of an editorial which is typical. It ap- 
peared in the March 20 issue of the Petersburg (Ind.) Press, a semiweekly 
newspaper. 

The point T am making is that these hundreds of editorials were 
inspired and prompted by Mr. Anderson, and I stand on that statement. 

Mr. Gross. Mr. Chairman. 

Mr. Haaen. I have the floor, but I will yield. 



































rte. 


hans GS alka wk coke 





POSTAL RATE REVISION 413 


Mr. Gross. How about the speeches that are being made by post- 
masters on behalf of the postal-rate increases? I think I have the 
file downstairs, and I am going to ask permission, before the hearings 
are over, to insert in the record some of the speeches that have been 
made at postmasters’ conventions in behalf of the postal-rate increases. 

This is not all one-sided. Who is putting pressure on? 

The CHarrMAN. It is very proper for postal employees to endorse 
anv movement for higher rates. 

Mr. Gross. Does the chairman contend it is improper for a news- 
paper to oppose a rate increase if he thinks it is wrong? 

The CuarrMaNn. I am going to show in just a minute that the rate 
is so liberal that these papers like Mr. Anderson’s publications should 
not be complaining about this bill. 

You have five weekly newspapers, have you not? 

Mr. ANprerson. Mr. Chairman, may | reply to your first statement? 

The CHarrMAN. Wait a minute. You have five newspapers, do 
you not? 

* Mr. ANperson. That is correct. 

The CuarrMan. You publish the Transylvania Times at Brevard, 
N. C., do you not? 

Mr. Anprerson. That is right. 

The CuarrMAN. How many copies of that paper are sent through 
the mails? 

Mr. ANpERSON. Approximately 1,300, on an average. 

The CuatrmMan. Only 1,300 through the mails? 

Mr. AnprERSON. On an average; ves, sir. 

The CHarrMaNn. Here is your last statement for September 30, 
1950, showing that you sent 1,395 pounds free in the county. Cer- 
tainly one issue of that paper does not weight a pound, does it? 

Mr. ANpERSON. No, sir; it would not weigh a pound. But that is 
approximately all we mailed. 

The CHarrMAN. How many average issues would it take to weigh 
a pound? 

Mr. AnpErson. I would say it weighs about three-quarters of a 
pound. It depends on the particular copy of the paper. We publish 
between 16 and 24 pages. 

Mr. Miter. Is that the average edition? 

Mr. ANDERSON. Sixteen to twenty-four pages. It is a minimum 
of 16 pages. 

That is a quarter report, Mr. Chairman. I have with me an indi- 
vidual, single issue, if you would like to have it. 

The CHarrMAn. How many copies do you say were sent on an 
average through the mails, of the Transylvania Times? 

Mr. AnpErson. We have our circulation audited by the Audit 
Bureau of Circulation. Last year’s average mailing for the entire 
vear through the mails was 1,312 copies per week. On March 2, 1950, 
the postal receipt here, Mr. Chairman, shows that we paid for 321 
pounds, and we had 112 pounds mailed free. 

The postal bill for that issue was $5.44. 

Mr. Mitier. What are those figures again? 

Mr. Anprerson. Three hundred and twenty-one were mailed on a 
paid basis, and 112 were free. 

The CuarrMan. Let us see, now, Mr. Anderson. 
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Mr. Anderson, if you had 1,312 issues mailed per week of this 
publication, then for a quarter, 13 weeks, that would be 13 times 
1,312, which would be 17,056 copies for the quarter. 

Mr. ANDERSON. They are pounds, Mr. Chairman instead of copies. 

The Cuarrman. [ am multiplying 1,312 copies by 13 weeks. You 
did say 1,312, did you not? 

Mr. ANDERSON. One thousand three hundred and twelve copies, 
yes; that is right. 

The CuHarrman. I am multiplying that by 13; that gives 17,056 
sent through the mail for a quarter. You paid in postage for that 
entire quarter, 3 months, for your 17,056 papers, $64.36. 

Of the 1,312 copies sent through the mails, more of the copies were 
sent free than paid; is that not correct? 

Mr. AnpveErson. No, sir; not according to this. 

Mr. Mituier. About one,third. 

Mr. ANpvErsoN. About one-fourth; about 433 pounds. 

Mr. Mutter. If you paid for 321 pounds and 112 pounds went free, 
that is roughly one-third. 

Mr. Anperson. That is correct. Thank you, sir. 

Mr. Mituer. Dividing 433 into $5.44, for that issue it would be 
about 1% cents a pound. That is not very much, is it? 

Mr. AnpeErson. That is according to present rates; yes. 

Mr. Miter. That is 1% cents a pound. 

Mr. Chairman, do you have the total that was paid there for that 
year for the paper? 

The CuatrMAN. For the quarter ending September 30, 1950, you 
paid $64.36 postage. You had 1,395 pounds sent free. 

Mr. Anperson. That is $256 a year free. That is for mailing a 
little less than half of the circulation. We have found a better 
distribution to us is carrier delivery, and over half of our circulation of 
that paper goes by carrier delivery. 

If we thought it was more profitable, we would use it. 

The Cuarrman. Let us take the publication the Spindale Sun, which 
is published by you at Spindale, N.C. That is another weekly paper. 

How many copies of that paper are sent through the mails, Mr. 
Anderson? 

Mr. Anperson. Mr. Chairman, I did not get that information on 
the Spindale Sun before I left. 

The CuatrMan. Do you know approximately how many copies are 
sent through the mail? 

Mr. AnpEerson. No. Actually, I do not have that information. 

The CuatrMANn. According to the records of the Post Office Depart- 
ment, for the quarter ending September 30, 1950, you paid for the 
entire quarter postage in the amount of only $31.73 on the mailing of 
the Spindale Sun, which is about $7.50 a month for that paper. 

Mr. Anperson. Most of that paper, Mr. Chairman, is delivered 
by carrier. It is a mill town. 

The CHarrMan. I am just asking how many copies went through 
the mail. 

Mr. AnpERSON. Very few. 

The CuHarrMan. Four hundred and twenty-five pounds were sent 
free in the quarter. 

Mr. AnpEerson. The total circulation is about 2,000 and I think 
about six to seven hundred goes through the mails and the rest goes 
by carrier. 
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The CHAIRMAN. You say six to seven hundred goes through the 
mails. The postage on the six to seven hundred is about $7.50 a 
month. 

Mr. Anperson. The amount, roughly, is about 20 cents a year for 
a copy. 

The CuarrMaNn. Let us take the Skyland Post, of West Jefferson, 
N. C. How many subscribers do you have for that paper? 

Mr. ANpERSON. Approximately 2,700. 

The CnarrMAN. How many are sent through the mail? 

Mr. Anperson. A pretty high percentage of that paper goes 
through the mail because it is rural. 

The CuarrMan. Over half of it goes through the mail; is that right? 

Mr. Anperson. Yes, sir; and that is probably mostly free in county 
in that county. 

The CuarrMan. That is right, because in the quarter ended Sep- 
tember 30, 1950, you sent 3,488 pounds of your paper free through the 
mails, the Skyland Post, and you paid a total postage for the entire 
quarter of only $41.73. The great bulk of the mailings were free; they 
did not cost you one penny. 

Now, let us take the Forest City Courier, of Forest City, N.C. Do 
you know how many copies you sent through the mails of that publi- 
cation? 

Mr. Anperson. Approximately 1,250 of a circulation of 3,600. 

The CHarrMan. That is about 5,000 a month, and 15,000 for the 
quarter. You paid a total postage of $52.17 for the quarter ending 
September 30, 1950. 

Mr. Anperson. Yes. 

Mr. Chairman, I agree with you that our figures show that we pay 
approximately 20 cents per year to mail a copy of the paper. 

The CuHatrMAN. Do not these figures show how little postage you 
are in fact paying today for carrying your papers? 

Mr. ANprersOoN. We admit that; ves, sir. 

Mr. Miuuer. Let us get this straight. Is that 20 cents a year for 
52 copies? 

Mr. ANpEersoN. Yes, sir. 

The CuarrMAN. Here is the last paper, the Alleghany News, of 
Sparta, N.C. What is the circulation of that paper? 

Mr. ANDERSON. Approximately 1,600. 

The CHarrMANn. What percentage goes through the mail? 

Mr. Anpgprson. About 85 percent. I would say about 80 percent. 

The CuarrMAN. For the entire quarter you paid postage of $25.71, 
which is about $6 a month on that paper. 

Mr. Anperson. There is no carrier service on that at all. It is mostly 
free in county. In other words, there is no local carrier service. 

The CHarirMAN. With this exceedingly small rate that the weekly 
papers are paying, do you not think that you can stand more than a 
30 percent increase? 

Mr. Anprerson. Mr. Chairman, I told you last year I paid about 
$650, $700. 

Mr. Miuier. For how many newspapers? 

Mr. Anperson. Five. Two of them are very small. 

Mr. Miuuer. Six hundred dollars on five papers. 

Mr. Anprerson. They are very small papers, very small. 
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The CHarrMan. The increase on your postage would be very 
small. You take the Alleghany News, they only pay $25.71 a quarter. 
If they increased the first year 50 percent, it would be only about $12 
for a quarter, $3 a month. 

Mr. AnpEerson. But that is an exceedingly small paper, employ- 
ing only one employee. I think the paper probably made a thousand 
dollars last year. 

That is the whole point. Here is a paper I point out in my state- 
ment. This company that publishes the Spindale Sun and the 
Forest City Courier last year did $84,942.85 gross business at a 
cost of $79,341.71, with a net profit of 4.87 percent. 

In connection with that, I will state to you that we have radio 
operation, and we made a lot more money in radio operation than 
from the newspapers, and that is in spite of costs going so high, Mr. 
Chairman. r 

The CuHarrman. You can send a newspaper outside of the county 
of publication up to a distance of 300 miles, that is, into zone 2, for 
a cent and a half a pound, regardless of the content of advertising 
or reading matter. That is correct, is it not? 

Mr. ANprErRsoN. Yes, sir. 

The CuarrmMan. That is a cent and a half a pound. 

Mr. Anverson. It is a cent and a half on both. 

The CuatrMan. If you sent out a pound of first-class mail it would 
cost you 48 cents, would it not? 

Mr. Anperson. I think so, sir. 

The CHarrRMAN. So that is 48 cents for a pound of letter mail and 
a cent and a half for papers sent outside the county up to 300 miles. 
You also have the free in county in addition to that. 

Mr. Hagen. Mr. Chairman. 

The Caarrman. Mr. Hagen. 

Mr. Hacen. Referring to this figure of $25.71, for what paper was 
that? 

Mr. Anperson. That was the Alleghany News, of Sparta, N. C. 

Mr. Hagen. That was for one quarter, was it? 

The CHAtRMAN. For one quarter, $25.71. 

Mr. Haaen. Is most of the circulation of this particular paper in 
Sparta, N. C., distributed within the county? 

Mr. Anprrson. Mr. Hagen, that county is not large enough to 
have a plant of its own, so that newspaper is published in the plant at 
West Jefferson. It has one full-time employee. _ 

Mr. Hacen. Does it get the free in county privilege? 

Mr. Anprerson. Yes. 

Mr. Hacen. Yet your bill is $25.71, outside of the free in county 
distribution. 

Mr. AnperRsoN. Yes. 

Mr. Hagen. The part that you pay is $25.71. 

Mr. AnpErRsoN. Yes. 

Mr. Rees. For how many papers is that? 

Mr. Anperson. About 1,300, I believe, go through the mails. 

Mr. HaGen. Is that 1,300 outside the county? 

Mr. Anperson. Inside the county. 

Mr. Hagen. I thought it was free in county. 

Mr. Anperson. That is about 300, I believe. 
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Mr. Haagen. You have a free-in-county privilege on this paper; do 
you not? 

“ Mr. ANDERSON. Yes. 

Mr. Hagen. What percentage is free in county of your total cir- 
culation? 

Mr. Anperson. I am sorry I did not look up that figure before I 
came in. 

Mr. Hagen. It does not make any difference. 

There is some talk about eliminating the free in county. So it is a 
lot more than a 50 percent, or a hundred percent increase for you 
people in some instances. 

The CuarrMan. No, sir; this bill does not eliminate the free in 
county. It still keeps the free in county. 

Mr. Mitier. That is the thing I am supposed to be doing. 

Mr. Hagen. We are talking about eliminating it. I think you 
mentioned it in your own statement. 

Mr. Rees. That is just his statement. He is the one that brought 
that up. 

Mr. Anperson. We said a proposed amendment we had heard 
about. 

Mr. HaGen. I am arguing the free-in-county elimination at the 
same time. 

The Cuarrman. That is why we are here. 

Mr. Miuier. I want to take this opportunity of apologizing to 
Bill Daley over there, I thought that he inspired those letters. But 
after I read this editorial, Mr. Anderson, and the other material here, 
I notice that letters | have been getting contain a lot of misinformation 
that you put out here, about the cost of rural post offices, costing 
$39,000, and such things. 

A lot of these statements were in my letters. I wondered where 
some of the fellows got the figures. 

[ will excuse you, then, Bill. You are still in my good graces, as a 
matter of fact you have never been out of them. 

Mr. Anperson. Mr. Miller, and Mr. Chairman, I will take the 
responsibility for that, and I want to explain this to you. 

Mr. Mituer. Would you like me to send you copies of my letters? 
| would be very glad to do so. 

Mr. Anprerson. I want to say that when something happens in 
Congress, our newspapers write editorials about it. You know that, 
as Members of Congress. You have your newspapers in your own 
districts and you know very well that you cannot go back and tell 
the editors of your papers what to write about and what not to write 
about. We we not seek, as newspaper people, to tell them whiat to 
write. 

Mr. Rees. You just make suggestions. 

Mr. Anprerson. We believe in a free press and the editor can put 
in the paper whatever he pleases. 

Mr. Mituer. You just make suggestions, but you say, “Be sure to 
lay into this. If they are not going to do this, there is an election 
coming up and my paper is not going to support you.” 

That is all right. That is your privilege. I am not denying that 
to you, and I am sure you would not deny me my privilege if IT am 
going to try and save Uncle Sam some money. Money, I think, is due 
him. I think you have been getting a very free ride for some time. 
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That is my own thought in the matter, that the newspapers have 
gotten a free ride, and it is time to reexamine the whole thing. 

Mr. Wirnrow. Mr. Chairman. 

The CuarrmMan. Mr. Hagen has the floor. 

Mr. Hacen. I will yield. 

Mr. Wirnrow. Getting down to the amount of money that you 
pay the Post Office Department for these papers, Mr. Anderson, do 
you have the figures at hand so that you can say that these are the 
exact amounts? 

Mr. Anperson. That is correct, Mr. Congressman. 

Mr. Wirnrow. Then I think that, in all fairness to the committee, 
Mr. Murray, the Chairman should give us the authority for his 
figures. 

The CHarrman. I have been given the authority. I have been 
quoting the figures of the Post Office Department that are so stated, 
for the quarter ending September 30, 1950. 

Mr. Wirurow. I think, then, as to the question of pressure and 
everything along that line, we had better not see any more of that 
around the committee hearing. There has been plenty of pressure 
for the Postal Department in behalf of the increased rates. There 
is no mistake about that. 

The Cuarrman. It shows the number of pounds mailed free, and 
the number of pounds in the first and second and third zones, and so 
forth, and the total postage paid for the quarter. 

Mr. Anperson. Mr. Chairman, we have not been contending that 
we have not been getting a good deal from the Post Office Department. 
On the other hand, we think that Uncle Sam has been getting an 
awfully good deal from the point of view of our publishing a tremen- 
dous amount of free information at no charge to the Government. 
We get notices from the Post Office Department to run a notice about 
a civil-service examination in the post offices. We run it without 
cost. It is not of general interest. It may be interesting to very few 
people. We run many things for them. 

My colleague here has a lot of information along that same line, 
as to what we give the Government in turn, aside from the dissemina- 
tion of information about the county governments, the State govern- 
ments, and the National Government, which I think is important. 

Mr. Miturr. Mr. Chairman. 

The Cuatrman. Mr. Miller. 

Mr. Mituier. Mr. Anderson, I would like to explore that a little 
more with you, because we have heard for a long time about the great 
service newspapers render in publishing all these releases from the 
bureaucrats here in Washington, that are condemned severely, on the 
one hand, but whose hand-outs you print so willingly. 

I was wondering how much hein Government agencies, through 
their hand-outs, save the small newspaper in the cost of preparing 
editorial material, stories that would go into the paper, if the Govern- 
ment did not have something like that for them. 

Many of the small-town papers are filled with the hand-outs. 

I agree with some of my friends that there is a lot of that type of 
thing in the Government that ought to be cut out. On the other hand, 
how much does it save you?) How many newspapermen are on the 
street today that would be employed to write for all these little papers 
if the Government did not give them these hand-outs? 
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Mr. Anperson. Actually, Mr. Congressman, it does not save us 
anything. We would have the same number of employees writing 
those fillers that we have regardless of what we use. Knowing it 
serves the country and our readers, that is the only reason why we 
use it. 

My colleague, Mr. Chairman, follows on that point. 

Mr. Haacen. Mr. Chairman. 

Mr. Miter. I had the floor, Mr. Hagen. 

Mr. Hacen. No; I had it. 

Mr. Miuuer. It was given to me. I had not relinquished it. I 
was letting the gentleman answer. 

The CHarrMan. Mr. Miller. 

Mr. Miuuer. I want to go into another thing. 

Referring to page 2 of your statement, do I understand that the 
survey made by the weekly newspaper bureau of the National Edi- 
torial Association shows that the average, percentagewise, paid for 
postage by your newspapers is 1.65 percent? 

Mr. ANperson. That is correct. 

Mr. Miuuer. That is the percentage out of the over-all costs; is 
that right? 

Mr. Anprerson. That is correct. 

Mr. Mixer. So we are talking about a percentage increase on 
costs that represents less than 2 percent of your business; is that 
right? 

Mr. ANperson. That is correct. 

Mr. Mituer. How much, over the period of the last 10 years, for 
instance, has the payroll increased in your business? It is now 22.56 
percent. What did it represent about 10 years ago? 

Mr. Anperson. It is between 100 and 200 percent. 

Mr. Mitzier. How about the cost of newsprint? 

Mr. Anprerson. Newsprint is up five or six times in the last 4 or 
5 vears. I do not have that information, but it has gone up sharply. 
I did not reduce it to percentage. 

Mr. Mixuer. In other words in 10 years your postage remained 
practically constant. ‘Ten years ago the percentage that you were 
paying out of your business for postage was much greater than 1.65, 
and your other costs were down; is that not correct? 

Mr. Anperson. That is correct. 

Mr. Mitter. Then am I safe in assuming—and if I am not correct, 
I wish you would tell me, because I am assuming, and that is why | 
am asking—that of all of the costs that you set forth, including vour 
general taxes, that the only one that has remained constant is that 
postage cost? 

Mr. Anperson. Well, insurance, I believe, would be another one. 

Mr. Mixer. Insurance is 1.33 percent. 

Mr. Anperson. Yes. 

Mr. Mixuer. How about interest on debts? That has gone down. 

Mr. Anperson. Light and power would be about the same. 

Mr. Miuier. As I remember it, those rates have gone up pretty 
much in the last ten years in most parts of the country. 

Mr. ANperRsON. In our case, no. 

Mr. Mituer. I am talking about the average. 

Mr. Anperson. Taxes general have not gone up. They have 
gone down in our case. 
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Mr. Mitter. Wait a minute, we are talking about the National 
Editorial Association, and this is a survey, as [ understand it, over 
the country and not just in the case of Anderson Publications. 

Are you prepared to tell me that taxes general have not gone up in 
other parts of the country? 

Mr. AnpeErRSON. The taxes, general, would refer to the local tax. 

Mr. Minter. Do you mean to tell me that has not gone up through- 
out the country? 

Mr. Anperson. In our area there has been a very slight increase. 

Mr. Mixer. This is the National Editorial Association, and this, 
I take it, is on a national basis. 

Mr. Anverson. I do not know about that, but we can make a 
survey on that. 

Mr. Minier. You do not know about that? 

Mr. AnpvERsoN. No. 

Mr. Miuuer. But then even those things that you can point out 
are all minor, percentagewise, in your business. 

Mr. AnpsreRON. Yes. Most of our costs have gone up. 

Mr. Miuuier. Your big costs, the cost of trucking and rent, those 
have gone up, have they not? 

Mr. Anperson. And that is the point. It has gone up so high to 
where it is at a breaking point. That is what is wearing us down to 
stay in business. 

Mr. Mituer. Why should the Federal Government be the only. one 
that should not get a part of the increases you have had? You have 
had to go out in the last 10 years and increase your rates. You have 
increased your advertising rates, have you not, on a national level, 
now? 

When I say “you,” I am talking of you as presently representing 
the National Editorial Association. 

Mr. AnpERSON. Most of them had to do so certainly to stay in 
business. 

Mr. Mriiuer. They had to? 

Mr. Anperson. That is right. 

Mr. Miuier. And part of those increases went to pay for the 
increase in the cost of paper, increase in labor costs? 

Mr. Anperson. Mr. Miller, yes. 

Mr. Mituer. Why should not part of that go to pay the cost that 
the Government is put to to distribute these publications? 

Mr. ANpEeRSON. We maintain that we are willing to take a reason- 
able increase of 30 percent, but a hundred-percent increase in one fell 
swoop, we feel, in the face of our present situation, would be a slightly 
different situation. 

Mr. Miuuier. These other things have crept up on you. Most of 
the big items have gone up over 100 percent. They have crept up 
on you so that you were prepared to accept them; is not that right? 

Mr. Anperson. There is not much we can do about it in most 
cases; that is correct. And we are trying to do something about 
stopping this one. 

We think it is fair, Mr. Chairman, to inform our members of the 
National Trade Association of what is going on. 

Mr. Mituer. You certainly have a right to address the chairman 
for the time being. 

Mr. Anperson. Thank you. 
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Mr. Mitiex. I just want to explore this a little bit about this 
free-in-county picture. 

When free-in-county was established, there was no such thing as 
rural free delivery service, was there? Or, let me tell you that free- 
in-county was established before rural free delivery was established. 

So the Government used a yardstick and said, ‘“This will go where 
they have no city carrier service; which is the only kind of delivery 
service you now have.”’ 

Then later on we came along and hooked onto it this rural free 
delivery service, which I think you touched upon in your suggested 
editorial. 

What objection would you have, going back to the original yard- 
stick for free-in-county, to allowing it in those offices where there is 
neither city delivery nor rural delivery? It was originally intended 
that the papers be placed in the cases and the man came in and got 
his paper. 

But where the paper has to be distributed, taken out on the rural 
route and distributed in the boxes, in those cases we put it in the same 
category as where you have city delivery and you make the charge 
for it. 

Would you object to that modification of free-in-county, going 
back to the original free-in-county? 

Mr. Anprerson. Basically, Mr. Congressman, I would say it is a 
penalty on the farmer who lives on the route. 

Mr. Miter. It is not a penalty on the farmer who lives on the 
route. 

Mr. AnpEeRsON. The majority of his mail are publications of one 
kind or another. If we, as a result of increased rates, made him pay 
more for the newspaper he gets, it would be a penalty. 

Mr. Mituer. Somebody has paid more for the newspapers in the 
newspapers in the last 10 years, according to your own statement. 
Your labor costs have gone up a hundred percent; your newsprint 
has increased a hundred percent in cost. 

And certainly we look upon the newspapers and use that excuse 
for giving you a subsidy, that you are disseminating information. 
You do not want to be put into the position, do you, of having your 
hand in Uncle Sam’s pocket? ; 

Mr. Anperson. We do not content that. 

We say that 50 percent of our circulation goes to the farmer, and if 
that rural service costs a lot of money, we should not be expected to 
pay for that cost, because it is expensive. 

Mr. Mitxier. Should you not pay for your increment, just as you 
pay if you put your paper in the county seat post office where you 
have city delivery? You pay for the paper then and you do not get 
free-in-county privileges; is not that right? 

Mr. AnpErRson. That is correct. 

Mr. Mixtier. Then why should you get free-in-county privileges 
where you have a newspaper that is in an office from which emanate 
rural free deliveries? 

Mr. Anperson. In other words, just because he happens to live 
on the farm he has to pay more for it. 

Mr. Mriuuer. That is not the question at all. The question is that 
we went back and granted this privilege, which cost Uncle Sam some- 
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thing; we granted that privilege in the early days to those post offices 
that did not have city delivery. 

Then we came along and put in this more expensive form of delivery. 
Why should it not apply there? 

Mr. AnpeErson. I would be opposed to raise the rate to the point 
where it would cost him more to get the information in periodicals 
because he lives on the farm. 

Mr. Mituer. We have had people in here. We had that wall 
covered with magazines. We get the same information, that they are 
making a great contribution and that they should have a little cheaper 
rate than something else. 

Mr. Burnsipe. Will the gentleman yield for just one question? 

Mr. Miter. I yield. 

Mr. Burnsrpe. Actually, you make more money on the farmer now 
than on the people in the city, because in the city you have to pay for 
the delivery of the newspapers while on the farm, Uncle Sam pays for 
the delivery. 

So, actually, the publishers are making more profit on the farmers 
than on the people in the city. 

Mr. Anperson. Mr. Congressman, that is not true. That is the 
high cost of maintaining that circulation. It is necessary to have 
solicitors to maintain the circulation. It is not an automatic 
proposition. 

Mr. Burnsipe. Most of them write in to you, so you have less of a 
problem of going around and drumming up business than is the case 
in the cities; is not that correct? 

Mr. Anperson. I am thinking about retaining a subscriber. The 
cost of retaining that circulation is more expensive. 

Mr. Burnsipge. Don’t they generally write in for a national sub- 
scription? 

Mr. Anperson. We admit that is true, and sometimes we brag 
about its being true. 

Mr. Burnsipe. Let us take another thing as a practical matter. 

Do you not get some of these church ladies to go out and work for 
prizes, and in that way you get the subscriptions at a much cheaper 
cost than you would in the city? 

Mr. Anperson. Do you mean our circulation practices? 

Mr. Burnsipe. Yes. 

Mr. Anperson. They differ according to areas and newspapers. 
Some do it by having a rural correspondent given commissions on 
circulations that they receive, say, 25 or 30 percent. Others do it by 
direct mail campaign. Others do it by full-time employees from 
offices who go out and go from house to house or farm to farm. 

So that the solicitation of the rural circulation is expensive. It is 
rather high compared to the cost in the cities, where you have them 
going from door to door. 

Mr. Burnsipp. Do you not give the lady something free if she goes 
out and gets a subscription? 

Mr. Anperson. Naturally, propositions vary from paper to paper 
and from State to State. Yes. 

Mr. Haaen. Mr. Anderson, as a matter of fact, all the large dailies 
in the West, as they go out freely throughout the country, have a 
full-time man, doing a full-time job in the rural areas; is that not 
correct? 
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Mr. AnpErRsON. I think they do. ; 

Mr. Hacen. In fact, they have a headquarters out in my home 
town of Crookston, Minn. 

Mr. ANDERSON. Tliey have to have that. 

Mr. Hacen. The average large weekly and average small daily has 
a full-time field man who covers the rural area. 

Mr. AnprErson. That is correct. 

Mr. Hacen. That is because it takes more time and there is more 
distance involved to contract all those people than would be the case 
in a city, where it would be cheaper to get the circulation. 

As a matter of fact, when rural routes were established, they were 
established principally on the basis of service to the people, the 
farmers in the rural areas. At the time they were established there 
was no intent or expectation that that would pay its way. In fact, 
it was admitted in the debate in Congress by those opposed and those 
for it, that it would cost money to the taxpayers of the country. 
It was set up as a service to the people. 

So in line with the service factor, the free-in-county goes well 
along with that because it is a service to the people in the farm and 
rural areas, who get their mail by rural free delivery. 

Mr. AnpEersON. That is correct. 

Mr. Hacen. I want to mention further that it would be diserimi- 
natory to the farmers and the people in the rural areas if you did 
eliminate it. I say that for this reason: The people in the city can get 
their mail by city carriers. In the case of newspapers and periodicals, 
they can pick them up at the newsstand if they want to. 

In many cases they can pick it up in their lock box in the village or 
city post office, as I do at Crookston. It is just a matter of minutes. 
A lot of other people with so-called lock boxes do the same thing. 

So it would be a discrimination to the rural people in the cost of 
getting their newspaper to their homes. 

Furthermore, it would be contrary to the original intent of Congress, 
of giving service to the farmers in getting mail service to the rural 
areas at the lowest possible cost. 

Mr. Miter. Do you mean to tell me that is only for the farmers? 
Does not the man that lives in the urban area get a break in this 
thing? 

Mr. Hagen. It is for the rural areas primarily, and the farming 
country, of course. But there are many people who live on the 
outskirts of cities who get rural delivery. They are in relatively the 
same position as the farmers. They are far from newsstands, far from 
the post office, and many of them are outside the so-called delivery 
service area. 

Mr. Miuier. Will you yield for a question in exploring that 
further? 

Mr. Hagen. Surely. 

Mr. Miuuer. In the case of those people who live on the periphery 
of a city, there is no rural free delivery affecting them because their 
mail emanates from the city. 

Mr. Hagen. If they are outside the city area, many of them get 
rural mail. 

Mr. Mitier. The newspaper there does not get free-in-county. 

Mr. Hacen. If it is outside of the city and a rural route, it does, 
as I understand it. 
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Is that right’ 

Mr. Miter. If it emanates from the city. You only get free-in- 
county if it emanates from a post office that has no city delivery. 

nr CuarrMan. If it has delivery it pays a cent a pound; is that 
right? 

Mr. ANDERSON. Yes. 

Mr. Miter. There is a post office or a station here in Washington 
where a rural route goes out into a valley, or into Virginia, and they 
do not get free-in-county. 

Mr. Hacen. It is the same thing if a newspaper is published in an 
adjoining ne They send it over in eddeias to the next town 
and distribute by newsstand in the post office, or by city delivery. 
So the same argument applies. 

Mr. Chairman, I think it would be desirable at this point for me to 
make a comment in closing. 

{ want to commend you and your group, Mr. Anderson, for sending 
out such a letter as you just did, because it is in the public interest that 
you did that, and in the interest of the people in all the towns where 
your newspapers are published. I think that was a noble and a proper 
thing to do. 

If I did not think so, I would be ready and willing to criticize Mr. 
Donaldson and all the postmasters who have gone out and have 
talked to Rotary Clubs and Lions Clubs and other clubs around the 
country, pleading for the postal increases. 

How did they do that? They did not get the idea themselves. 
It was instigated from Washington, as everybody well knows. 

In like manner, others have been asked to suggest it and, if 1 
might use the word, to go out and plead for these raises. 

But the entire action was based on this part of the Constitution 
known as the Bill of Rights, and the right of petition. Nobody on 
this committee, I am sure, or anyone else, woke deny you the right 
of petition in any cause that you felt was proper and just. 

The CuarrMan. Are there any other questions? 

Mr. Rees. 

Mr. Regs. I have just two or three things. 

I do not know if anybody is denying anybody the right of petition 
around this place. 

Mr. Hagen. That is exactly what I said. 

Mr. Resrs. I do not think anybody needs to discuss that. It is out 
of this; it does not belong in this discussion at all. 

Secondly, I can hardly understand why the gentleman is here 
testifying this morning when he is in such a preferred class as he is in. 
He ought to be happy, as I see it, that he is in a preferred class. I do 
not quite understand that he has any particular complaint to make. 

Let me ask you: What is the total operating cost of your business? 
What was that figure you gave? 

Mr. AnpersON. The figure I gave of the cost of operation was 
$79,341.71. 

Mr. Rees. And how much postage do you pay out of that? 

Mr. AnpEeRsON. We do not have that information broken down. 

Mr. Miter. I will give it to you. It is less than seventeen 
hundred dollars. I figured it out here. It is 1.69 percent. 

Mr. ANnperson. Our survey showed 1.65. 
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Mr. Ress. I have just one more thing, and that is this: In your 
statement, your prepared statement, you make this rather sad 
observation: 

As we face the problems of an emergency period, the situation looks darker 
and darker. 

How do you justify a statement that appears in the United Press 
under date of March 16, 1951, where it says: 

The American weekly newspapers gained nearly 13 percent in paid circulation 
during 1950, the eighty-third annual edition of the M. W. Ayres & Son Directory 
of Newspapers and Periodicals showed today. The directory showed paid circu- 
lation of 9,182 weeklies. The supplying figure was 19,416,000 in 1950, compared 
with 17,255 in 1949. Fifty-five weekly newspapers closed during the period, the 
directory noted. 

I was just making the observation that this item says that weekly 
newspaper circulations rose 13 percent. I am just making that 
observation in line with your statement that the situation is growing 
darker and darker. It would look from the statement issued through 
your organization, that it could be darker and darker. 

Mr. Anperson. Mr. Congressman, an increase of circulation 
does not mean increase of net profit. As a matter of fact, the income 
from circulation is very small. 

Mr. Rees. But you depend somewhat upon your circulation for 
your increase in profit, do you not? 

Mr. ANDERSON. Somewhat, yes; but not the majority of the profit. 

Mr. Rees. [ mean it is a better looking picture, and I am glad to see 
it. Iam glad you are doing as well as you are if your group is doing it 
that way. 

Mr. AnpeErson. Certainly the population has grown. 

Mr. Ress. You ought to go along with your other statement, I think. 

Mr. Anperson. Understand, our cost was only 6.55. 

Mr. Ress. I understand that. But the cost so far as postage is 
concerned is only 1.7 percent, as far as you are concerned. Am I 
correct that your cost of postage is only 1.65 percent? 

Mr. Anperson. That is right. 

Mr. Rees. So it is the other costs that are really bothering you; is 
not that right? 

Mr. Anprerson. If you raise that a hundred percent and push the 
others down, there will be a squeze there to make a profit. 

Mr. Rees. I want you to be frank about it. It is other costs that 
are really bothering you. 

Mr. AnpErsON. It is all of our costs; yes. 

Here is a story of March 24 out of the Editor and Publisher. It 
states that an Illinois weekly quits until the hysteria subsides. This 
one went out of business due to the emergency. 

Here is a story out of Illinois: ‘Weeklies submerged because of cost 
of operation.”” And that applies to dailies. 

Mr. Rees. I would say that, so far as you are concerned, on a 
postage basis, you are not doing so badly. Are you? 

Mr. Anperson. That is correct. 

Well, if I were going to increase your costs of anything a hundred 
percent, no one woahd Vis that much. 

Mr. Ress. It is always a hundred percent of what? Instead of 
being 1.65 it would be about a little over 3 percent, would it not? 
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Mr. AnpERsoN. No. You know about the straw that breaks the 
camel’s back, Mr. Congressman. 

Mr. Rees. But there are some other straws in here beside this one. 

Mr. ANDERSON. Yes, sir; that is why we are here. That is why 
we are worried. 

Mr. Rees. I understand that. I thought that probably you are 
in a preferred position after all and maybe you ought to appreciate 
that a little. 

Mr. Haacen. Mr. Rees, might I ask you a question? 

Mr. Rees. Yes. 

Mr. HaGen. Can you tell me what is the number of papers that 
have closed up? 

Mr. Regs. Fifty-five out of nine thousand. 

Mr. Hacen. Were those small papers more affected by that 
increase? 

Mr. Anperson. The emergency only started last year, and it is 
now in operation. There are shortages coming on and priorities going 
on. It has just begun. The drafting has just begun and now we 
have labor problems. 

Mr. Rees. You have my sympathy on that score. 

Mr. Miuuier. Mr. Rees, may the record show that one of those 
papers that folded last year was the Oakland Post-Enquirer? Here 
is a paper that was a metropolitan daily paper. 

Mr. AnperRsoN. Yes. I said it was not just the weeklies. 

Mr. Miiuer. So mail had no effect on it. 

Mr. AnpeErRson. But it was one of the many things, one of the 
many costs, Mr. Congressman. 

I am pointing out to you that we only made $4,000. I am sure 
all of you men are in business. I have $75,000 invested in a firm 
that last year made $4,029.14. 

Mr. Miter. Say that the postage would go up 100 percent, what 
would that be? 

Mr. AnpErson. That would cost me about $250 more. 

Mr. Mituer. That would have gone in before taxes. You would 
have paid less income taxes. 

Mr. Anperson. If the other costs went up I probably would not 
have to pay anything on it. 

Mr. Miuuuer. Is this one of your papers? 

Mr. Anperson. That is correct. That is two newspapers. 

Mr. Miter. I cannot understand it. 

Mr. ANDERSON. I want to tell you, Mr. Congressman, that we made 
more in operation of one radio station than we did on five newspapers. 
The radio station employs 10 people and the newspapers employ 
50. 

Mr. Miter. The radio stations do not get free-in-county. 

The CuarrMan. On the five weekly papers published by you, the 
total postage paid for the entire quarter ending September 30, 1950, 
was $215.70. If that was an average quarter for the year, then your 
total postage would be four times that amount. It would be $862.80. 

So you are paying less than $1,000 in postage for sending your 
five newspapers through the mails. 

Mr. AnpersoN. Just a part of it, Mr. Chairman. That is just a 
part of the circulation. A lot of it we deliver by carrier delivery. 
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The CuarrMan. I am talking about 5 percent through the mails. 
It is less than a thousand dollars a year for five newspapers. 

Mr. AnperRSON. That is correct; for 1950. 

The CHAIRMAN. And you are getting a very low rate on account of 
the free-in-county; is not that right? 

Mr. AnpersoNn. That is correct; yes, sir. We do not argue that at 
all. ‘The only thing we say is that our costs have gone up so high that 
any other increase would cause us to have to worry terrifically about 
how to stay in business. 

Mr. Rees. Would you say you are a fair example of the other 
weekly newspapers throughout the country? 

Mr. AnpErRsoN. We are more or less typical, because we have two 
small papers and two fairly large weeklies. 

Now my associate here has other information that throws additional 
light on that subject. I would appreciate it if you gentlemen would 
hear Mr. Schweinler. 

The CHarrMAN. We will be glad to hear Mr. Schweinler. 

But before we finish with Mr. Anderson, we will include in the record 
the quarterly statements of the postage paid by his five publications for 
the quarter,ending September 30, 1950. 

Mr. Anprerson. Mr. Chairman, if you would like it for the 12 
months, I would be glad to send that. 

The CuHarrMan. That is not necessary. 

(The material referred to is as follows: ) 
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Mr. Anperson. And I want to say, Mr. Chairman, that we feel 
that informing our members of what is going on in Washington is a 
legitimate function under a democracy. They probably would like 
to know what is going on here. 

Some of the committees are televised. 

; = CuatrMan. Nobody is questioning your privilege and right to 
do that. 

We will hear Mr. Schweinler now. 


STATEMENT OF FRANCIS SCHWEINLER, PRESIDENT, WISCONSIN 
PRESS ASSOCIATION, MADISON, WIS. 


Mr. Scuweinter. Mr. Chairman and members of the committee, 
my name is Francis F. Schweinler, and I am the publisher of the 
Mosinee (Wis.) Times and president of the Wisconsin Press Associa- 
tion, an organization comprised of 312 weekly newspapers in the 
State of Wisconsin. - 

I am here to present the views of the members of my association 
and those of some other State press associations on the second-class 
postal increases proposed under H. R. 2982, and S. 1046. 

To begin with, I would like to make it clear that the majority of 
my fellow publishers agree that a limited increase in second-class 
postal rates probably is justified at this time, in view of the fact that 
other costs are likewise increasing. 

But there is none among us that can believe that such a drastic 
increase as is proposed mo. Be these bills can be justified, unless and 
until the Post Office Department can definitely establish, after all 
factors are considered, that it is at all necessary. 

It should be pointed out that the weekly newspapers of this Nation, 
generally, have been paying increased postal costs during the past 
5 years. Some of it is brought about by increased advertising linage 
which increased the size of the papers, and some of it is the result of 
increased subscription lists over that period. 

As an example, I would like to show you what is happening during 
this period to some typical weekly newapapers in Wisconsin. 

The Medford Star-News in 1945 paid $494.20. In 1950 this had 
risen to $605.47. 

The Phillips Bee, in the northern part of the State, their figure is 
based on the fact that they deposited a $50 check with the post office 
as a credit. Their payment rose from $350 in 1945 to $450 in 1950. 

The Sun Prairie Star-Countryman, a very small newspaper in the 
southern part of the State, in 1946 paid $36.45, and, in 1950, $59.50. 

The Elkhorn Independent in 1945 paid $124.01 and, in 1950, $180. 

The White Water Register paid $114.40 in 1945, and $198.12 in 
1950. 

This is generally true of the newspapers of my State and throughout 
the Nation, and in itself provides the Post Office Department with 
additional revenue. 

As a weekly newspaper publisher, I feel, and I know that practically 


without exception all my associates in the weekly field feel, that as 


yublishers we have an obligation and duty to disseminate news and 
information about our government processes from the local level to 
national and international levels. And we are not without cognizance 


of the fact that a portion of this government information makes our 


papers desirable to our subscribers. 
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On the other hand, we also know it costs us money to put this into 
type and print it in our papers, and, therefore, represents a cost in 
our operation that should be recognized whenever the postal depart- 
ment considers rates and rate increases on second-class matter. 

I think one of our Wisconsin publishers, Leroy Gore, of the Spring 
Valley (Wis.) Sun, put some of this thinking into print when he had 
the following to say in an editorial on March 22, 1951: 


Obviously we were born a generation too soon. We've never quite caught up 
with New Deal and Fair Deal logic. 

In one lusty breath the President tells us that we’ve got to hold the price line; 
the threat of consuming inflation has got to be licked. 

In the next breath the President, prodded and prompted by his Postmaster 
General, tells Congress that second-class postal rates—the rates under which 
newspapers and magazines are mailed—must be doubled to meet the postal deficit. 

If postal rates are doubled, the publications of the Nation will meet the added 
expense in one or more of three ways: 

1. By increasing advertising rates; 

2. By increasing subscription rates; 

3. By reducing the quality and the production costs of their publication. 

Paying the same money for a cheaper product, or more money for the same 
product not only have the elements of inflation, they are inflation. The thing the 
Fair Deal philosophers apparently fail to understand is that taxes, postal in- 
creases, and other payments to Uncle Sam are costs of production, just as wages, 
material, rent, and utilities are costs of production. 

Second-class postal rates are undeniably low for two reasons: 

1. To promote a wider distribution of reading matter and a better in- 
formed public; 

2. Because the newspapers especially, and the magazines to a lesser ex- 
tent, serve as willing and capable outlets for vital information from the 
people’s government to the people. 

A hasty survey of the past 52 copies of the Sun indicates that this newspaper 
published, without cost to the taxpayer or the Government, $278 worth of pub- 
licity, if we had charged it up at regular space rates. 

When the Government prepares to buy a million automobiles, a million pounds 
of milk, or a million tons of coal, the items are purchased on the open market or 
the low bidder gets the contract. But when Uncle Sam wants a million column- 
inches of advertising, he hires an expensive advertising agency to prepare the 
copy, sends it to the newspapers with this touching message: 

‘We have no funds for this purpose, but trust you'll publish it as a public 
service.” 

And the newspapers of the Nation do publish it as a public service, 

The Cuarrman. Can you highlight the rest of your statement? 
Time is running short. Of course, your entire statement will be put 
in the record. 

(The statement referred to is as follows:) 

Mr. Scuwernter. I would like to go into this material that the 
Wisconsin publishers in my State have given me. I asked them to 
go through the last 52 issues and measure out the inches of strictly 
Government material they published. 

lhe table in the statement shows that the Phillips Bee published 
11,099 inches during 1950. If they were paid the regular advertising 
rates, that would have cost $6,215.24. 

lhere are other papers in there, large and small, as you can see, 
and the record will show it. 

But to give you some idea of how this type of information is dis- 
tributed, I would like to take the breakdown for just one of the 
Wisconsin newspapers, the Algoma Record-Herald, and give you the 
figures for that paper for just one period of 3 months. To get the 
yearly total of 2,884 inches they multiplied this figure by 4. 
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The following are the number of inches that the different agencies 
got: 

Employment Service, 18 inches; Production and Marketing Adminis- 
tration 42 inches; Soil Conservation, 91 inches; county agent, 105 inches; 
home agent, 114 inches; Social Security, 44 inches; one Adminis- 
tration, 22 inches; recruiting service, 36 inches; savings bonds, 62 
inches; Public Health nurse, 72 inches; collector of internal revenue, 
47 inches; Census information, 68 inches. 

That Census information figure is because this is a census year. 
Our total is 721. 

At this point I would like to present each of you with a copy of 
“An Analysis of War News in a Country Weekly” prepared by Lyman 
Noordhoff as a graduate student in the Department of Agriculture 
Journalism at the University of Wisconsin. ‘The analysis was made of 
the war news carried in the West Bend (Wis.) News, published in 1 
year—52 issues—from March 26, 1942, to March 18, 1943. The 
study was made in 1948. 

I am not going to quote that. It is that periodical that you have. 

The CuatrMan. All right. 

Mr. Scuwernuer. Before leaving this subject of amount of space we 
devote to strictly news of Government and its agencies, let me again 
reiterate that we realize that it is part of our job and a service to our 
readers, which we assume without hesitation. 

On the other hand, we believe that because of this service we, as 
newspaper publishers, are entitled to have the cost of this considered 
whenever postal rates are under consideration. 

One of the phases of increased postal costs, which is bringing on this 
move for increased rates which never fails to be discussed whenever 
publishers get together, is that of the apparent lack of economy in post 
office operations. For some examples of this situation I would like 
to quote from some of the recent letters I have received as president 
of the Wisconsin Press Association. 

I will not quote them all, just this first one. It is taken from the 
De Pere Journal-Democrat. It states: 

We have a situation in De Pere and in Wrightstown which probably exists in 
many places in the Nation. That is, two separate post offices, two separate post- 
masters, five blocks apart—separated by a little river. Not only is this situation 
obviously inefficient, but it creates a terrible amount of confusion. For instance, 
a business in West De Pere that has been established for over 50 years was mailed 
a parcel post package addressed to them at De Pere, Wis. The postmaster, follow- 
ing regulations, was required to stamp the package ‘‘address unknown’ and he 
returned it to the sender. This sort of thing goes on every day with second-, 
third-, and fourth-class material that is mailed to De Pere instead of West De Pere, 
and to Wrightstown instead of West Wrightstown. 


I will not quote these others. 

I would like to take up now another problem that is often dis- 
cussed by our publishers. This concerns the large number of small 
fourth-class offices that have long ago outlived their usefulness. 

For instance, we have six such offices in Marathon County, Wis. 
That is my home county. 

The CHatrmMan. Do you have any post offices that the patrons 
would be willing to have closed? 

Mr. ScHwEINter. I do not think so. 

The Cuarrman. There would be the biggest how] you ever heard 
if you started closing those small rural post offices. 
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Mr. ScHwEINLeER. I agree with that. You would have a terrific 
howl. 

But in talking about economies involved, the service would actu- 
ally be improved because the rural mail carrier would get the box 
right in front of his home. 

Mr. Rees. Does your paper advocate closing those post offices? 

Mr. ScuweEINuer. I do; yes, sir. 

Mr. Rees. Through your paper? 

Mr. ScHwEINLer. Yes, sir. 

1 will not quote those post offices; they are part of the record. I 
would like to point out, however, that we have one, Granite Heights, 
that has seven boxholders. It is within a couple of miles of the city 
of Washington. The rural route goes right past the door. 

The CuarrmMan. How large an office is it? 

Mr. ScuweInuer. | have no idea. I cannot answer that. 

I have also been asked to present a letter from the Washington 
Newspaper Publishers Association, of Seattle, Wash., in this connec- 
tion. It is addressed to both the House and Senate committees. I 
will not read that, sir, if it is agreeable with you. It is in the record. 

The CHarrMan. All right. 

Mr. Scuwertnuer. | would like, however, sir, to cover the last 
phase of this, if you have time. 

The CuarrMan. Very well, sir. 

Mr. Scuwernier. Other witnesses from the publishing business 
have joined us from time to time in making what we considered helpful 
suggestions. It seems to us that the records of various congressional 
committees—in particular the House Post Office Committee and the 
House Appropriations Committee, in either making their own studies 
of departmental functions or authorizing the same by explicit language 
in appropriation bill—have brought about compulsory action in the 
interests of efficiency and economy. No one can dispute that the 
surveys and studies conducted by or in behalf of the House Post 
Office Committee in 1947 and in subsequent years had a salutary 
effect on modernization which high postal officials had previously 
ignored. 

The need for thorough studies and surveys in its relationship to 
postal rate structures was aptly stated by the then chairman of the 
House Post Office Committee, as follows: 

I believe we should emphasize that since we cannot look for rates alone to bring 
the fiscal status of the Post Office Department into balance we must as well 
increase the efficiency of the postal operation, eliminate waste, and revise pro- 
cedures where they will reduce cost and still maintain the best possible service. 

Judging from statements of the Postmaster General, the Depart- 
ment has made some progress in modernization. Yet we find that no 
less authority than the House Appropriations Committee is skeptical 
that postal officials are doing the utmost to improve efficiency. In 
fact, the House Appropriations Committee, in its Report No. 272, 
dated March 16, 1951, asserted: 

The committee still believes, in spite of the testimony on mechanization pre- 
sented at this vear’s hearings, that the Post Office Department is still dragging its 
feet when it comes to the installation of modern mechanical equipment in its large 
city post offices throughout the country. 

, It is obvious such constructive studies should pay dividends in the 
uture. 
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In concluding this statement, I would like to point out that our 
association holds the opinion that whatever adjustment is made in the 
postal rate structure, authorization should be given at the same time 
to set up a commission or postal rate board. 

Reports on the current postal rate proceedings are to the effect. that 
the membership of the House Post Office Committee seems keenly 
interested in the proposal which Representative St. George, of New 
York, has so steadfastly championed in recent years. The record wil! 
disclose that the National Editorial Association has, in general, sup- 
ported the primary purpose of the legislation sponsored by the dis- 
tinguished gentlewoman from New York. 

On behalf of the National Editorial Association, Mr. Anderson sub- 
mitted a statement February 17, 1948, in which he said, among other 
things: 

The National Editorial Association is in accord with the statement of Repre- 
sentative St. George at the time H. R. 4953 was introduced that some form should 
be provided wherein users of the mail can resolve disputes as to validity of cost 
data used as a basis for postal rate making. 

Representative St. George introduced H. R. 376 January 3, 1951, 
to create a board of postal rates and fees in the Post Office Department. 
It is pending before the House committee. 

We suggest that possibly with some amendatory language the bill 
could be made a section of the postal rate measure when it is reported 
from the committee. 

As the membership of the Senate and House Post Office Committees 
have changed since the last election, we believe it is important that 
the newcomers shouid be fully acquainted with the position of the 
thousands of small town daily and weekly newspapers with respect 
to postal boards or commissions which may be set up to study postal 
rates and policies. The National Editorial Association legislative 
committee, made up of officers or former officers of all State newspaper 
associations, clings to the position we outlined in the Eightieth Con- 
gress on the bill to create a board of postal rates. 

The National Editorial Association proposed then, as it does now, 
that the findings of any board or commission should not be final; that 
Congress and the public should have full opportunity to study and 
discuss any board findings; that Congress should retain control over 
the rate making. 

Solely for emphasis, we call attention to the controlling recom- 
mendation: ‘that Congress should retain control over rate making.”’ 

An identical opinion was expressed by the present chairman of the 
House Post Office Committee in 1947 when a bill was under study. 
The commission, or whatever agency is set up, should be independent 
of the Post Office Department. 

It should be clearly understood that the newspapers we represent 
are definitely opposed to granting any board or commission broad 
subpena powers. Our position is this: 

We do not believe that attempted measurement of a mail user’s 
ability to pay warrants the usurpation of his rights by the production 
of books and records under the power of subpena. The board or any 
postal agency can function successfully as a fact-finding body with- 
out resort to highly objectionable subpena procedures smacking of a 
prosecuting agency. 
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In endorsing proposals for a postal commission or board, we are 
not unmindful that the Eighty-first Congress created the Postal Ad- 
visory Board consisting of seven private citizens and officials of the 
Post Office Department as part of Reorganization Plan No. 3. 

About the only information available as to the functioning of this 
Postal Advisory Board is the testimony adduced by questioning the 
Postmaster General in his appearance before the House Post Office 
Committee. The President's message in the Reorganization Plan 
No. 3 contained a definite description of the Board’s functions and 


stated: 

The Advisory Board will make available to the Postmaster General the advice 
of outstanding private citizens and will afford a useful channel for the inter- 
change of views between postal officials and the public concerning the operations 
of the postal service. 

So far as we know, no group of postal users, certainly not the 
newspaper publishers, has been invited to make use of the “approach”’ 
described by the President. Instead, we find that the Advisory Board 
has heard only one side of the postal rate story: the selected informa- 
tion provided by the Postmaster General. 

Mr. Donaldson testified that the Postal Advisory Board had one 
meeting, at which time he furnished them with his last annual report 
and his statements on postal rates and reports of the Hoover Com- 
mission on postal subjects. On the basis of this highly selected 
reading material, the Cabinet officer advised the House Post Office 
Committee to the effect that the Postal Advisory Board—only four 
members present—had been “‘unanimous’”’ for the higher postal rates; 
that they did not feel there was any good reason for the spread between 
postal costs and revenues. 

Mr. Donaldson conceded he had not discussed details of his postal 
rate program with the Postal Advisory Board, but had only a general 
discussion of the subject. 

Furthermore, he sensed, the testimony goes on, that special services 
should be raised although in the next breath the Postmaster General 
asserted there was no statement by any member as to what the rates 
should be. 

It will be noted that the Postal Advisory Board at its first meeting 
listened to and read only the Department’s views on postal rates. It 
is evident, too, that the rate schedules represented in pending bills 
were not disclosed to the Postal Advisory Board. 

According to Mr. Donaldson’s testimony, the Board’s next meeting 
is scheduled for April 9, when the Senate and House committees have 
almost concluded public hearings on a rate bill. This is not intended 
as a slanted appraisal of the early functioning of the new Postal 
Advisory Board. The flaw in such an advisory set-up is obvious. 
There just isn’t two sides to the methods by which Mr. Donaldson’s 
Postal Advisory Board based their recommendations. 

If it does nothing more this portion of the Postmaster General’s 
testimony wholly discredits opportunities of outsiders to make im- 
partial judgments on postal rates and policies. It certainly strength- 
ens the conviction voiced by some legislators and witnesses for a 
commission on postal fact finding. 

With that I will complete my statement, Mr. Chairman. 

The Cuarrman. Are there any questions? 

Mr. Gross. 
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Mr. Gross. First of all, I make the request now that the Postal 
Advisory Board be called before the committee before these hearings 
are concluded. I think we ought to hear from the Postal Advisory 
Board. 

The Cuarrman. They are scattered all over the United States. 

Mr. Gross. So are the newspaper publishers. That is no reason 
why they cannot be assembled here for a meeting and brought before 
this committee. I would like to hear more about this and their 
failure to take into account the newspaper publishers of the country 
when they recommended higher postal rates. 

The CHatrrMan. The Advisory Board has just been appointed. I 
has only had one meeting, and that was just a perfunctory meeting, 
organizational meeting. That is all that has happened about the 
Advisory Board. 

Mr. Gross. I would like to ask the witness: 

Are you getting curtailed service? Has your service been curtailed, 
that is, in the delivery of papers? 

Mr. ScHwWetnter. No, sir; my service has not. 

Mr. Gross. I do not mean your service. I mean service generally 
of the publishers in your State, in Wisconsin, whom, I take it, you are 
representing. 

Mr. Scuweinter. The only curtailment we experienced was the 
one during the emergency that Mr. Anderson spoke about. 

Mr. Gross. Did you find, in the abandonment of transportation by 
rail, that the substitute service, or the service established then by the 
Post Office Department was adequate? 

Mr. Scuwernter. I| believe, from the experience I have had, and 
from the men I have talked to, that it is more efficient. 

Mr. Gross. We do not find that true in many instances in Lowa, 
that where the rail lines are abandoned and they substitute service, 
that the service provided as a substitute by the Post Office Depart- 
ment is adequate as compared to the service they originally bad. 

Mr. Scuoweinuer. Are we talking now about star routes? 

Mr. Gross. Whatever substitute, or whatever service may be 
established. 

The Cuarrman. Of course, where the train service is discontinued, 
the Post Office Department inaugurates a star route of some kind. 

Mr. Gross. Truck routes. 

The CuHarrMan. That is what a star route is. Any kind of contract 
service is called a star route. 

Are there any other questions? 

Mr. Burnsipe. I have one question I would like to direct to Mr. 
Schweinler at this point. 

The Cuarrman. Mr. Burnside. 

Mr. Burnsipre. We were talking about costs to deliver newspapers 
to rural areas. I am speaking now of daily newspapers and not of the 
weeklies. 

The areas around cities have grown tremendously while the cities 
have not grown generally. So we are going to have a much more 
exaggerated cost and deficit from that type of thing than we have 
had in previous years, and it will continue as people move out into 
rural areas. 

I just would like to have that in the record at this point. 

The Cuatrman. Thank you very much, Mr. Schweinler. 
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Mr. ScHweEinter. Thank you. 

The CuarrmMan. The next witness is Mr. Dudley A. White, repre- 
senting the Inland Daily Press Association. 

The committee will be glad to hear you at this time, Mr. White. 


STATEMENT OF DUDLEY A. WHITE, NEWSPAPER PUBLISHER, 
NORWALK, OHIO, IN BEHALF OF THE INLAND DAILY PRESS 
ASSOCIATION 


Mr. Warre. Mr. Chairman and gentlemen of the committee, my 
name is Dudley A. White. I am publisher of the Norwalk, Ohio, 
Reflector-Herald, which has a circulation of 3,958 daily, and the 
Sandusky, Ohio, Register-Star-News, which has a circulation of 
about 17,750 daily. 

Mr. Reams. Mr. Chairman, may I interrupt just a moment, 
Mr. White? 

Mr. Wuire. Yes. 

Mr. Reams. Mr. Chairman, I just wanted to remind you that 
Mr. White is a former Representative in Congress. 

The Cuarrman. Yes. We are glad to welcome our colleague back. 
You were before us 2 years ago, were you not, Mr. White? 

Mr. Wuire. Yes, sir; and | always appreciate very much my con- 
tact with the committee. 

I appear here, however, in behalf of the 439 newspapers published 
in the United States which are members of the Inland Daily Press 
Association. 'The 439 member newspapers are located in 19 States, 
principally in the Midwest and Rocky Mountain areas, and have a 
combined circulation of more than 11}; million. 

Our interest, of course, is primarily in the second-class section of 
H. R. 2982. We want no subsidy. We submit that drastic increases 
up to one hundred percent, which are now proposed in H. R. 2982, 
should not be made until the Congress has all the facts concerning 
the cost of handling second-class mail. 

The boost may not seem very large when we speak of it in terms of 
2 or 3 or 5 cents per pound, but please bear in mind that this bill 
would, according to the Post Office Department’s own figures, mean 
almost $10 million additional cost for newspapers and their rural mail 
subscribers. 

Let’s take a quick look at the impact of the pending proposal as 
compared with the measure which was passed by the House in February 
then died in Senate committee. 

As applied to our Sandusky paper, the previous bill would have 
increased the mailing costs of the Register-Star-News approximately 
46 percent. The total increase of the pending measure after the third 
year would amount to 96.89 percent—more than twice as much. 

Mr. Burnsipe. Would you mind telling me that in terms of dollars 
and cents instead of percentage—if you do not mind the interruption? 

Mr. Wuire. Can I go a little further along, and then answer your 
question? 

Mr. Burnsipe. Very well. You can come back to it later. 

Mr. Wuire. Very frankly, I have figures for my own papers. Iam 
talking primarily for a lot of other papers, 439 other papers. 

Mr. Burnsrpr. Could you give me the dollars and cents for these 
439 other papers? 
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Mr. Wuire. No. I have not the slightest idea. 

As a matter of fact, I could give you a general idea for my own 
papers, but it would just be a general idea. 

I am appearing here, I might say, I hope, with an unselfish motive. 
Maybe that is impossible, but I am appearing here as nearly so as one 
can, I think, because in my own papers, one paper is confined almost 
entirely to the county of publication; in the other paper we have motor 
routes and use the mails to a very limited extent. 

Therefore, we are not greatly affected by this measure. 

In his recent message to Congress, the President charged that second- 
class users of the mail are getting $200 million subsidy. Figures in 
the President’s message are based upon post office cost accounting. 

Newspapermen for years have been convinced that there are numer- 
ous faulty procedures in this accounting. It is on a weight and per 
piece basis without consideration of public service factors or priorities 
yet these factors are basic and paramount in the operation of the post 
office, because the post office is not a business, but is a service to all 
the American people, and hence cost figures determined as they would 
be in competitive business are of little value for the setting of rates. 

For illustration: According to the Post Office’s own records, there 
are some 39,000 of the present 41,000 post offices in the United States 
which do not take in sufficient money to pay their own expenses. 
Ninety-four percent of all post offices in the country are in this cate- 
gory. This fact is a self-evident indication that the Post Office De- 
partment is created primarily for service to American families and 
citizens and not as a self-sustaining business proposition. 

How many chain groceries, for example, could continue to exist if 
94 percent of their stores did not take in sufficient funds to pay their 
expenses? 

Because of faulty accounting, too much of the post office deficit we 
believe has been charged to newspapers. Congress created the rural 
free delivery service for the benefit of farmers and other citizens living 
too far from their post offices to call for their mail. Yet the Post 
Office Department charges against second-class mail a large proportion 
of the cost of the rural delivery—actually more than it charges to 
first-class mail. This is despite the fact that our post-office system 
was created primarily for first-class mail and that most of its facilities 
and operations would still be required if second-class postage were 
entirely eliminated. 

More than a year ago, six members of this Post Office and Civil 
Service Committee declared that the out-of-pocket cost of carrying 
second-class mail: ‘‘is far less than that portion of the deficit annually 
allocated to second-class mail.”’ 

These members of your committee urged that the department be 
directed to employ an independent auditing firm to make a detailed 
study of out-of-pocket costs of handling second-class mail and each 
category thereof without reduction in service. 

Nothing has been done about that recommendation, and the 
department, in urging increases up to 100 percent, is still relying on 
its faulty cost ascertainment system. 

Here are two further examples of the failure of the cost ascertain- 
ment studies to develop a fair basis for rate discrimination. Approxi- 
mately 10 percent of the expense which the department lumps under 
the heading of “Post office service” is charged to second-class mail 
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even towen there is included among these expenses such items as 
special delivery service, operating force for public buildings, and 
operating supplies for public buildings. ; 

More importantly, the cost ascertainment reports also fail to credit 
the newspapers for money spent performing services which the Post 
Office Department should render. Full postage charges are paid on 
more than a million newspapers, which, as mail circulation, newspaper 
employees sort, route, sack, weigh, and transport, at the newspaper’s 
own expense. to post offices that in some instances are many miles 
distant from the place of publication. 

The department’s method was specifically rejected as an unsatis- 
factory basis for rate making by a joint congressional subcommittee 
which investigated postal rates in 1924-26. Yet the department 
hasn’t devised a satisfactory system or changed its methods in the 
25 intervening years. 

I could quote former Postmaster General Walker and the Hoover 
Commission task force to the same effect. 

Proponents of this measure have been saying that an increase in 
second-class rates is long overdue, but if newspapers have been 
enjoying favorable rates they have been strangely reluctant to accept 
them. 

For at least the past 15 years there has been a decided trend of 
newspapers out of the mail. Reduced railway mail service—and I 
think that answers the question somebody raised here a while ago— 
and little attempt by the Post Office Department to provide adequate 
substitute service have been largely responsible. 

But another element is the fact that newspapers quite generally 
have been able to distribute their issues faster and more reliably for 
less money or little more than they have paid to the Post Office 
Department. Any great increase in second-class postage rates would 
certainly greatly accentuate the trend of the newspapers out of the 
mails and thus would quite probably reduce revenues rather than 
increase them. 

It may also be truthfully said that second-class rates have already 
been materially raised because of the inadequate services provided 
by the Post Office Department. Here, for example, are some figures 
furnished me by the Des Moines Register, which has a total cir- 
culation of 221,772, of which 77,984 copies go through the mails. 

Almost two-thirds, or 64 percent, of these copies on which the 
Des Moines Register pays postage are actually transported by the 
newspaper part or all the way to destination in zones 1, 2, and 3, in 
order to obtain delivery on rural routes and by village carriers on the 
day of publication. This trucking costs the Des Moines Register 
more than $51,000 annually, in addition to the more than $70,000 
the Register pays in second-class postage on the copies which it 
transports for the post office. This extra $51,000 actually is an 
increase in the delivery cost of second-class postage, of 73 percent, 
which results entirely from the fact that the post office does not 
provide as full service as it formerly supplied. 

The CuarrmMan. Do not all the papers do that? The large papers 
send out their papers for mailing at smaller post offices, so that they 
can get delivery that day or the next day. 

Mr. Wuire. You say do most of them do that? 

The CuarrMan. Yes. 
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Mr. Wuire. Yes, that is correct. Most of them do that. 

Here is another example: The Sioux Falls, S. Dak., Argus-Leader, 
paid second-class postage of $44,710 last year, but it also had to pay 
bus and truck companies $32,246 to haul and truck its papers to post 
offices throughout its area in order to give prompt news service to its 
readers. So in order to get adequate second-class mail service, the 
Argus-Leader spent not just $44,710, but almost $77,000. And the 
Post Office Department’s expense was negligible, sitice no postal em- 
ployee or truck carried the papers until the rural carriers picked up 
their individual route bundles in the back rooms of their post offices 
at their destination. 

Most of the Nation’s newspapers are now paying full postal charges 
on shipments for which little or no service is rendered by the Post 
Office Department. 

My own papers are small. The circulation of one is confined al- 
most entirely to its own county. Most of the rural deliveries of the 
other are made by our own motor routes which cover 615 miles and 
serve 2,845 rural families each day, as compared with 1,156 subscrip- 
tions delivered by mail—out of a total circulation of 17,750. 

It would be impossible to charge the additional mailing cost in- 
volved in this bill to the great bulk of these mail subscribers and 
maintain them as mail subscribers with delivery service a day or more 
after publication. They would instantly convert to motor route 
service with delivery the same day of publication—if they were 
within reach of a route. And I would hate to think of their resent- 
ment if they were not within reach of motor delivery and these addi- 
tional mailing charges either required them to pay a comparable price 
for rural mail delay or deprived them of normal news by mail. 

Here you have a quick example, just between these two papers of 
my own, of how this measure wedi force newspapers out of second- 
class mail, reduce post office revenues, and bring about no reduction 
in expense, 

Meanwhile, what about the still smaller papers and their rural 
subscribers? They are not big enough to operate motor routes. 
This is true of our own Norwalk paper. What would happen to them? 
Are rural subscribers to papers like this to be squeezed between a 
drastic increase in mailing charges and the ability of the bigger news- 
papers nearby to furnish motor route service which they cannot have 
from their home paper? 

I cannot believe that Congress would ever dream of doing such a 
thing. This is another reason why I cannot believe that this bill 
deserves or will receive favorable consideration in its present form. 
I am not suggesting that one class of newspaper be treated differently 
than another. I am a firm believer in equal treatment, and I think 
the examples I have just given you prove that the only way it can be 
maintained is by keeping any increases in second-class rates on a 
reasonable basis, and not on such a drastic basis as this bill proposes. 

In closing, Mr. Chairman, I would like to leave with this committee 
a suggestion for an entirely new approach to the whole subject of 
postage rates. You have heard much about the size of the annual 
deficit in the operations of the Post Office Department. You also 
have first-hand knowledge of the report and recommendations of the 
Hoover Commission, wherein they point out that the equipment and 
methods of the postal service are pitifully archaic. 
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You know that the commission contends that the reforms they 
recommend would cut postal deficits in two. Naturally, postal users 
who are asked to bear the burden of increased cost would first like to 
see the Post Office Department put its own house in order so as not 
to be paying for outmoded facilities and wasteful practices. 

Beyond that, a good deal of the controversy growing out of every 
proposal for increased rates arises from the confusion that surrounds 
the distribution and allocation of costs, and from the fact that no 
one class of users want to pay a bill that rightfully belongs to some- 
body else. 

In my humble opinion, all of this misinformation and its accom- 
panying misapprehension will never receive constructive treatment or 
proper remedy until the Department’s subsidies are brought out into 
the open and dealt with fairly and frankly in public view. There is 
no reason why subsidies should not be perfectly all right, but “hidden 
subsidies”’ are bound to be all wrong, if for no other reason than the 
fact that they are misleading and wrapped in an impenetrable shroud. 
The latest bulletin of the Hoover Commission reads: ‘Hidden sub- 
sidies are still paid to airlines.” 

I would like to see your committee make a new approach to the 
subsidy side of this question. Why not list and evaluate each major 
subsidy of the Department and then ask Congress to provide actual 
appropriations to the Department to cover them? These should in- 
clude an evaluation of the subsidy granted to every farm family in 
the United States for the ‘difference in cost’? between the basis 
operation of R. F. D. routes as compared with regular mail service; 
as well as the subsidy to railroads, the subsidy to airlines, and the 
Government mail franks in whatever extent Congress sees fit to grant 
them. 

The old approach to the problem merely continues misunderstand- 
ing. It gives the public a false impression. It confused the whole 
picture for Congress so that it is virtually impossible so get at the 
roots of the question. 

I first voiced these suggestions in a letter which I wrote several 
weeks ago to two members of the Senate Post Office Committee who 
were colleagues of mine when I was a Member of this House a few years 
ago, and of yours. Since then I have read with great interest an 
expression along the same line by a man who is much better informed 
on Post Office Department rates and costs, than I, Mr. James J. 
Doran, who retired last October as Director of Rates for the Depart- 
ment, after a 44-year postal service career during which he also served 
as Chief Inspector and as Director of Budget and Planning. 

In the March issue of the Postal Record, Mr. Doran pointed out 
that $130 million of the annual postal deficit results from the opera- 
tions of the 39,000 small post offices which could not operate without 
what he said ‘‘is truly a postal subsidy.”’ 

At none of these district offices are the receipts more than $40,000 
a year, and many have an annual revenue of only a few hundred 
dollars, Mr. Doran said. Yet in his opinion: ‘“‘They perform a service 
that our people could not and would not expected to give up,” and I 
agree with that. 

In addition to the $130 million deficit on the local operations of these 
small district offices, transportation of mail to and from them costs 
the Department another $50 million a year, Mr. Doran estimated. 
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He said: 


Congress can never be expected to hike postal rates sufficiently to wipe out the 
deficit in these district offices, and it should not attempt to do so. 


The deficit, he added, ‘‘can only be met by congressional appropri- 
ation.” 

Mr. Doran went on to add up other items, such as the costs of free 
postal services to other Government departments, the subsidies given 
the airlines and other carriers of mail, and said he thus could account 
for at least $400 million of the post office deficit. 

I am quoting Mr. Doran: 


Subsidies should be recognized and labeled as such and there is no justification 
for the postal service being saddled with them— 


he concluded. 

These are the reasons why I am urging your consideration of this 
new and refreshing approach to this whole subject—the approach of 
separating the subsidies, evaluating them on the basis of correct allo- 
cation, and appropriating for them. Once these public service features 
are set up and provided for in this manner, and once the Department 
has eliminated them from its cost accounting and put that accounting 
on a sound basis, I feel sure that there no longer would be any dispute 
about users paying the rest of the bill. 

It seems to me that this would be a most healthy approach to the 
entire subject, and one by which your committee could perform a 
tremendous public service. 

That, Mr. Chairman, concludes my statement on behalf of the 
Inland Daily Press Association. 

However, in addition to that, I have here some testimony concern- 
ing this measure, which has been submitted to us by the Detroit Free 

ress. 

If it is agreeable to you, I would like to ask permission to put that 
into the record. 

The CuarrMan. Very well, we will let the statement be inserted in 
the record. 

(The statement referred to is as follows:) 


STATEMENT ON BEHALF OF THE Derroit FREE PREss IN Opposition To H, R. 2982 
(By E. R. Hatton, circulation director) 


We fully realize that labor, materials, and other costs entering into the handling 
and delivery of the mails has increased, and stand ready to accept a fair and 
equitable increase in second-class postal rates, when and if it can be proved that 
the existing rates do not adequately cover the costs of present service rendered. 

We are willing to accept the unsupported claims that present rates cause the 
a Office Department to deliver second-class mail, particularly newspapers, at 
a loss. 

There seems no sound foundation for the statement that present rates are 
“in effect a subsidy to newspapers.”’ 

The President in a message to Congress on February 27, 1951, said, in part, 
and we quote: 

‘*Major changes are needed in postal rates for second-class mail. In the fiscal 
year 1952 more than 6,000,000,000 individually addressed newspapers and maga- 
zines are expected to be carried, at a cost of about $242,000,000. But the postage 
paid will be only about $42,000,000. Thus the newspaper and magazine publishers 
will have $200,000,000—or 80 percent—of their postal costs paid for them by the 
general public. * * *” 

“These rates were intentionally set low. when they were established, in order 
to encourage the spread of information and education among our citizens. This 
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is still a desirable objective, but clearly does not warrant a subsidy as extreme as 
that which now exists. * * 

“These excessive subsidies oe newspapers and magazines are not only wrong, 
they are seriously inequitable. Books, which are surely as important as news- 
papers and magazines for disseminating information, and mail-order catalogs, 
which carry advertising generally similar to that in newspapers and magazines, 
are classified as fourth-class mail. Under the recommended rates, there will be 
little, if any, subsidy in carrying these publications—a startling discrimination in 
comparison to the situation on second-class mail. * * *” 

* * TI believe it is imperative now to increase second-class-mail rates 
If these rates are doubled—which is the least that should be done—this would 
bring in only about $40,000,000, and the general taxpayers would still be subsidiz- 
ing second-class mail to the extent of more than 60 percent of its postal costs.”’ 

We believe the above statements are highly prejudicial, and would not be 
substantiated by a complete and comprehensive study of actual costs of handling 
second-class mail, particularly newspapers, if such a study could be made under 
the archaic accounting procedure now in effect in the Post Office Department. 

The task force report of the Hoover Commission after months of investigation, 
reporting under date of January 13, 1949, said in part: 

“At the present time the Post Office Department is not in position to recom- 
mend to the Congress a full and proper charge for any of its services because it 
is not equipped to prove what reasonable costs of these services should be. The 
reasonable cost of any service can be determined only when the Department has 
established standards of performance, is in position to demonstrate that its costs 
reflect good operating methods, effective management, and reasonable produc- 
tive efficiency, and knows what part of the price it pays for each purchased 
service represents a subsidy to the supplier of that service. 

“Until it is in position to prove what reasonable costs of its services are, the 
Departments rate recommendations to the Congress cannot carry proper 
weight. 

“By business standards they (postal officials) have inadequate accounting and 
statistical data with which to manage the affairs of the Department, and are 
tightly restricted in their control over wages and salaries and other personnel 
matters. Furthermore, the Department is called upon to provide uneconomic 
services and to absorb hidden subsidies which increase expense and enlarge 
deficits. * * 

The Hoover ll final report, under date of February 21, 1949, said 
in part: 

“(e) Although the Post Office is a business-type establishment, it lacks the 
freedom and flexibility essential to good business operation. * * 

“(g) Acoounts are kept by the General Accounting Office outside the Depart- 
ment and are available to the Post Office for management purposes only after 
months of delay. Methods of budgeting and appropriation are entirely unsuited 
to a business of the size and character of the Post Office. The pressure of these 
forces in a rapidly growing business accumulates to make impossible the most 
economical and efficient conduct of the service.” 

In respect to deficits this report said: 

“These deficits have been created by circumstances mostly beyond the control 
of officials in the Post Office Department, and can be remedied only by strong and 
courageous action.” 

The Commission’s “recommendation No. 6’’ follows: 

‘We do recommend that the provisions of that law (the Government Corpora- 
tion Control Actof 1945, as amended), in respect to business management, budget- 
ing, accounting, and audit be applied to the Post Office. 

“Such a provision will bring the Department into step with modern business 
methods and will not lessen Executive or congressional controls. At the same 
time it will provide flexibility in management, simplification of budgeting, 
accounting, and audit which will result in large economies. * 

Under the caption of ‘Postal rates’’ the Commission reported: 

“Certain postal rates are fixed, not primarilly to provide postal income, but 
as an element of public policy in the dissemination of information and in the pro- 
vision of services not otherwise obtainable by the people. 

“It is our view, therefore, that the final determination of rates for first-class 
(including air mail), second-, third-, and fourth-class mail shouldbe made by 
Congress. 

“However, there are other services performed by the Post Office that are of 
primary interest to certain groups, the losses from which should not fall upon 
the general taxpayer. * * 


$2021—51——_-29 
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“A reorganized method of accounting, as mentioned later, would not only 
enable far more efficient conduct of the service, and afford more accurate budget- 
ing and cost-control systems, but also would form the basis upon which Congress 
could act with more assurance upon rates. * * *” 

The Detroit Free Press submits that until such time as more consideration 
has been given to and action taken on these and other meritorious recommenda- 
tions of the Hoover Commission, statements regarding 60 percent—$40,000,000 
subsidies to second-class-mail users is wholly unfounded and unfitting. 

In the Post Office Department, to date, some recognition has been given to 
reforms and improvements recommended by the Hoover Commission, but action 
has been slow and the time has been short. Progress has been insufficient to 
shed proper light on operations and their actual costs, 

This newspaper does not believe that newspapers and their readers should be 
the victims of a “shot in the dark” as has been proposed. 

It is our sincere belief that any radical increase at this time will reduce total 
postal revenues from second-class mail rather than increase them. The state- 
ment is justly based on past experiences and a full knowledge of the past and 
present mail service now available in Michigan. Such increases, in our considered 
opinion would— 

1. Decrease the total number of readers now served by mail, thereby greatly 
curtailing the poundage upon which postage is paid. 

2. Cause publishers to make greater use of other transportation facilities 
available at less expense. 

3. Produce less postal gross revenue even at proposed higher rates. 

4. Create no comparable reduction in present costs of service given by the 
Post Office Department. 

5. Cause the additional cost burden resulting from a raise in postal rates 
to fall almost wholly upon readers in small towns, farmers served by rural! 
free delivery routes and other residents of rural communities in Michigan. 


In respect to No. 1 the following facts are pertinent: 

Since 1925, when the zone system of postage on second-class mail had been in 
effect but a short time, the average circulation of the Free Press has increased 
as follows: 
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But during that same spread of time the number of subscriber copies and copies 
to dealers distributed through the mails has decreased as follows: 











Average 

Average 7! 

daily copies Sunday 

in mails copies in 
mails 

a dine tche nde tenscnctet ceen dense eindaperssaaiesees ented tee 20, 233 12, 370 
en PE EE, SEES EI eee AE ey PRLS! SESE EEO 19, 109 3, 249 
NE Sis cacace. thbdede Dbdbsadsstta ri diatitenithletvamdbipbideots 1, 124 9, 121 
OE III cai dsi ceca bcciita iene demas eek whbponibhbnegitedbiotresdtd 5.5 72.2 











In 1925, 10.7 percent of total daily and 4.9 percent of total Sunday circulation 
was distributed through the mails. Today, although circulations have more than 
doubled, the percentage going through the mails is reduced to 4.2 percent daily 
and six-tenths of 1 percent Sunday. 

During the period the average number of pages printed daily has increased from 
25.7 to 31.5 or 22.6 percent. 

The increase in average number of pages has increased the per copy unit weight 
upon which postage is paid. But due to reduction in number of copies mailed, 
the total postage payment in dollars has decreased as follows: 
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Total second-class postage paid: 
Entire calendar year 1925__..-_____--. dsot s wid ealhndaecbeek 


Entire calendar year 1950___--___--- ai Shiittedibainn aibtiacet ta oe 
ek ee ee | ee ae ee ee eee oe . 18,095. 28 
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The experience of a great many other newspapers is the same. The conclusion 
should be apparent that increased postal rates cause publishers to transfer mailings 
to other means of transportation and result in loss of gross revenue to the Post 
Otfice Department. 

There is no evidence to show any compensating reduction in postal expense. 

The record of the two large evening papers published in Detroit is iargely com- 
parable. 

In respect to statement No. 5: An analysis of present day mailing lists of the 
Free Press shows the following: 
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Of this total 78 percent receive their paper at their farm home, by R. F. D. 
carrier or at the post office in small towns where no boy carriers are maintained. 
There are but very few subscribers living elsewhere. Therefore it follows that 
any increase in postal rates, which must of necessity be passed on either, in whole 
or in major part, to the subscriber, will create an excessive burden upon these 
rural Michigan residents almost exclusively. ‘Their friends living in the cities 
and towns now receiving papers daily on established boy carrier routes wiil con- 
tribute no part of the extra cost. 

We further submit that: 

A. Present mail service is wholly inadequate to properly serve the area in 
which distribution of Detroit newspapers is largely made. 

B. Present postal rates are higher than for comparable service available from 
other sources. 

C. Detroit newspapers are now paying full postal charges on shipments for 
which little or no service is rendered by the Post Office Department. 

In respect to statement A: Railroad service is especially limited in Michigan. 
In recent years trains have been canceled on our main lines, mail service on certain 
trains discontinued, station stops eliminated and in many instances service on 
branch lines has been abandoned entirely. 

Little adequate substitute service, at the time at which newspapers must be 
dispatched, has been established by the Post Office Department. 

Detroit newspapers have therefore been forced to reluctantly adopt other 
means of transportation. In the suburban area subscribers copies are delivered 
direct to homes of readers by boy carriers or ‘‘motor route’’ delivery many hours 
before arrival of R. F. D. carriers in such areas where that or other post office 
service exists. 

In respect to statement B: In many instances adequate substitute transporta- 
tion has been found at a cost far below existing postal rates. 

Railway baggage car service is available, giving the same delivery of dealer 
and carrier bundles at destination as ‘“‘outside mail,” at rates uniformly of 73 
cents per 100 pounds, railway express at $1.44 per 100 pounds, bus transportation 
up to $2 per 100 pounds. Delivery by private contract motor carriers and com- 
pany owned equipment costs approximately 50 cents per 100 pounds. Mail 
charges at present rates are 144 cents per pound in the first and second zones and 
up to 7 cents per pound on the advertising portion for distances beyond the second 
zone. Much of the substitute transportation extends far into the third zone. 

In respect to statement C: It is the common practice of all three Detroit 
newspapers to make up all mail shipments in special bags, routed and tagged. 
With few exceptions all are delivered direct to railway terminals where mail 
bags are loaded on the trains with but little expense to the Post Office Depart- 
ment. A postal mail clerk weighs shipments in the Free Press mail room, 
avoiding all rehandling at terminals for weighing. 
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At the Free Press, published mornings, more than 1,000 sacks of “subscriber” 
mail each week are weighed in the Free Press mail room at little expense to the Post 
Office Department. The sacks then are transported, in company-owned vehicles 
or by private contractors, paid by the publisher, to 110 destination post offices at 
distances up to 150 or more miles. On arriva! at destination post offices, postal 
rural route carriers merely make the final delivery to subscribers, or as in some 
cases, a bundle is handed to a boy carrier for delivery. 

Similar practice is largely common on most metropolitan newspapers. Postal 
accounting gives no credit for these services, which should normally be rendered 
by the Postal Department, but are wholly at the expense of the publisher. 

Present full rates of postage are paid on all copies entering the mails, but only 
partial service is rendered, limited largely to the mere final delivery to the 
subscriber. 

We respectfully submit that this newspaper acknowledges no 
wants none from the Government. 

We are willing to pay full and proper postage rates, accurately determined, for 
service rendered by the Post Office Department in delivering such part of our 
circulation as is dispatched through the mails. 

We do not concede that actual costs of that service are now known. 

Significant improvements in budgeting, accounting, and auditing procedure 
recommended by the Hoover Commission have recently been initiated and are 
now in progress under authorization of the Post Office Financial Control Act, 
approved only last August 17, 1950. 

Sufficient time has not yet elapsed to make available comprehensive, conclusive 
reports with proper allocation of expense. 

We believe that immediate and further attention should be given to the Hoover 
report and that no increase in second-class rates should be authorized by the 
Congress until a more adequate and accurate determination can be made of the 
actual costs of service now rendered and properly applicable to second-class mail 
service. 

Respectfully submitted. 

Tue Derroir Free Press (Knicgut Newspapers, INc.), 
By E. R. Harton, Circulation Director. 


The CHarrMan. Are there any questions of our former colleague? 

Thank you very much, Mr. White. 

Mr. Waite. Thank you, Mr. Chairman. 

The CuarrMan. There has been a quorum call. We have two 
witnesses from out of town, Mr. Brophy, from New York City, and 
Mr. Goodman, also of New York City. Both of these gentlemen, I 
understand, are present. 

Mr. Goopman. I am here, Mr. Chairman, and I am prepared, if 
you will permit me, to make my statement in 2 or 3 minutes. 

The Cuarrman. Is Mr. Brophy here, too? 

Mr. Bropuy. Yes. 

The CHarrMan. How long will it take you, Mr. Brophy? 

Mr. Brorny. About 10 minutes. 

PR on CuarrMan. Of course, you gentlemen both live in New York 
ity. 

Mr. Goopman. I am leaving for Texas tomorrow, sir, so it would 
be rather difficult to appear tomorrow. 

The CHarrmMan. We have to answer a quorum call. It will be fine 
if the other Members can come back, but I do not want to impose 
upon you gentlemen, and I will be back at 2 o’clock and hear you. 

We will recess until 2 o’clock, and Mr. Goodman and Mr. Brophy 
can come back at that time. 

(The committee recessed at 12:10 p. m., until 2 p. m., same day.) 
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AFTERNOON SESSION 


(The committee reconvened at 2 p. m., upon the expiration of the 
recess. ) 

The CHarrMan. The committee will be in order. 

We will hear first from Thomas D’Arcy Brophy, chairman of the 
advisory council, American Association of Advertising Agencies of 
New York City. 


STATEMENT OF THOMAS D’ARCY BROPHY, CHAIRMAN, ADVISORY 
COUNCIL, AMERICAN ASSOCIATION OF ADVERTISING AGENCIES, 
NEW YORK, N. Y. 


Mr. Bropny. Mr. Chairman and members of the committee, my 
name is Thomas D’Arcy Brophy. I am chairman of the board of 
Kenyon & Eckhardt, Inc., an advertising agency; chairman of the 
advisory council and former chairman of the board of the American 
Association of Advertising Agencies; president of the American Herit- 
age Foundation, sponsors of the recent Freedom Train, and of a con- 
tinuing program to help raise the level of citizenship in this country 
by encouraging more active personal participation in civic affairs. 

I appear for the American Association of Advertising Agencies, the 
national organization of the advertising agency business. 

It is the conviction of our association that the effects of this bill 
would be contrary to the public interest. 

It seems to us that the major public interest at the present time is 
surely to maintain a strong national economy in order to meet our 
obligations at home and abroad, and the H. R. 2982 would be injurious 
to such interest. 

Many of our obligations at home and abroad were undertaken on 
an important premise—not only that we would maintain a strong 
economy, but also that our economy would continue to expand. The 
President and his Council of Economic Advisers, for instance, have 
anticipated a rise in output of 5 percent per year, or 25 percent over 
the next 5 years. The House-Senate Economic Committee has 
recently urged ‘expanding production,” to keep production of goods 
in line with increased spending. 

But it is also a fact that our economy does not simply “grow.” 

Our economy, as you know, is a complicated mechanism of two 
main parts—production and distribution. 

It is only through distribution—when buyers are induced to buy— 
that goods are moved, services are rendered, factories and farms are 
kept busy, employment and buying power are maintained, and our 
economy continues to expand. 

The problem is how to move our vast output through the channels 
of trade to the ultimate consumers. 

It is a vital problem in a normal economy and more so in our 
mobilized economy of today. 

Our present total national output, in real terms, is more than 50 
percent higher than it was 10 years ago. Our agricultural production 
is 25 percent higher. Our industrial output is 70 percent higher. 
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Production in the durable goods industries, from which the bulk of munitions 
comes— 


and I quote from the President’s Economic Advisers— 
has increased more than 80 percent. 


Production of consumer goods is continuing at a high level, retail 
sales have declined and business inventories are piling up—according 
to the latest report of the Federal Reserve Board. 

We are faced with even greater production in the future. The 
expenditure for new plant and equipment this year, including all 
industries and size-groups, is running at a rate 29 percent above last 
year, and 24 percent above the previous peak in 1948. 

A large part of our current and future production, then, is not for 
military needs. Even those who produce for the military must keep 
their distribution machinery intact and be able to return to civilian 
production quickly. 

The responsibility for moving goods falls on the dynamic activities 
of distribution which stimulate buyers to buy. There are only four 
of these dynamic activities—personal selling, display, sales promotion, 
and advertising. 

And of them, advertising is the counterpart in distribution of the 
machine is production. By the use of machines, our production of 
goods and services has been multiplied. By the use of thousands of 
advertising media, advertising multiplies selling messages and appeals. 

Among these media are magazines, newspapers, farm papers, 
business publications and direct mail—which carry at least two- 
thirds of the total advertising effort which would be affected by the 
bill before you. 

The advertising in these media has a considerable responsibility, 
then, for moving goods fast enough, economically enough, and in 
large enough quantities to keep our economy prosperous. 

Over and above the continuing role of advertising, the function 
of advertising in a mobilized economy becomes, if anything, still 
more critical. 

First, the break-even point for business has now risen even higher, 
due to defense taxes. Companies must operate at a substantially 
higher percentage of capacity, in order to stay in business and shoulder 
their part of the national load. 

For a great many companies advertising must help to create the 
increased business, to keep them running at higher levels. 

Many of the companies engaged in national advertising are manu- 
facturers of price-controlled products. They have no opportunity, 
except through expanded volume, to maintain or raise their income, 

Second, in a mobilized economy, advertising can work to shift con- 
sumption from scarce items to those in ready supply. 

Advertising deliberately works to tell about the scarcities that exist 
and what is happening to materials, to “condition’”’ people and enlist 
their understanding. As an advertising man, I can tell you that we 
are at work on such campaigns for certain of our clients now. 

At the same time, advertising persuades people to buy other and 
more-available goods. 

In World War II, for instance, spending on consumer durable goods 
decreased from 10.4 percent to 6.9 percent of personal consumption 
expenditures. But this decline in the sale of durables was more than 
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counterbalanced by increased purchases of nondurable goods, which 
continued to be advertised. As a result, we were able to enjoy an 
extraordinarily high level of civilian goods and services and still to 
meet our defense needs. 

An equal or greater opportunity lies before us today. 

Arno Johnson, former research supervisor for the bureau of business 
research at Harvard and now vice president of media and research at 
J. Walter Thompson Co., recently said: 

There is evidence that we can, by increasing productivity, provide for defense 
and, at the same time, actually improve our standard of living by one-third. And 


do it within the next 5 years. 
We’ve got to sell to produce— 


he points out— 


and we must produce to stand the burden of defense. 

Mobilization Chief Charles E. Wilson has also said: 

I have no intention and hope it will not be necessary to maintain an economy 
of scarcity. 

We know from World War II that properly directed advertising 
and selling can help to achieve this again. 

Third, advertising helps companies engaged in the defense effort 
to remain known to the public and hence to reconvert quickly when 
their military contracts are ended. 

Distribution machinery—including all the factors of publie de- 
mand, familiarity of brand-names, and friendly wholesalers, dealers 
and customers ed to deteriorate any more than 
factories or production machinery. This is recognized in the Gov- 
ernment’s renegotiation regulations, and it deserves recognition in 
these hearings, too. 

Fourthly, advertising not only sells goods—it works to spread 
information and ideas in the public interest. 

You are familiar, I hope, with the work of the War Advertising 
Council of World War II, which marshaled the forces of advertising 
to support various war-related projects. More than a billion dollars 
worth of advertising space and time were donated by advertisers and 
media, on campaigns for war bonds, nurse recruitment, tin salvage, 
fat salvage, ete. 

The Advertising Council continues in existence, to a large extent, at 
the Government’s encouragement. It now contributes advertising 
effort on public service themes to the extent of more than $100 million 
per year. The Council is in close touch with Government today, to 
see that the Government’s advertising needs are met, and without 
cost. 

Now in the light of these many uses for advertising, we believe you 
may want to look anew at the testimony submitted by publishers. 

Publishers have shown that the proposed increase will force some to 
go out of business, some to reduce their circulations, some to seek a 
raise in their subscription rates, and some to seek a raise in advertising 
rates. 

In other words, it would reduce the number of publications available 
to carry selling messages. 

It would reduce the number of readers who see those selling mes- 
sages. 
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It would increase the cost of selling by outright raises in advertising 
rates and also by reducing the number of readers per advertising dollar. 

It would further increase the cost of selling by raises in first- and 
third-class rates, which are importantly used for direct mail advertis- 
ing. 

Accordingly, we believe that any move which increases the cost of 
advertising to the extent being discussed here would be untimely and 
unsound. 

Last year, at the Senate hearings on a similar bill, the Postmaster 

yeneral said this: 

Suppose the readers do have to pay more for publications—suppose advertisers 
do have to pay higher rates—suppose the advertisers do pass the higher advertising 
cost on to the consumer? Would that be bad? 

We say it would be exceedingly bad. Any attempt to pass along 
increased costs today would further upset the stabilization task. 
Many manufacturers are not able to pass along increases. They 
would be caught in a further squeeze, and their selling effort would 
suffer. 

This would happen at a critical time—a time of uncertainty, more 
difficult for companies than the all-out war we faced and knew we 
faced in the spring of 1942. 

In the opinion of our association, the question of readjustment in 
postal rates is so broad in its implications and possible consequences 
that it deserves the most careful study. We strongly endorse the 
suggestion made to this committee by Mr. A. L. Cole of the Reader’s 
Digest and others that there be established a joint committee or 
commission, With a technical staff, to give the matter full and due 
consideration. 

We believe that the Post Office Department should actively en- 
courage the use of the mails in the development of business. and the 
national welfare. It would return a profit manyfold—in a strong and 
an expanding economy, in higher national income, and in higher tax 
revenues. 

The Cuarrman. Mr. Brophy, are you here for the purpose of pro- 
testing any increase in the postage on post and postal cards? 

Mr. Bropuy. No, sir; we are not here for the purpose of protesting 
any increase, but we think that a 100-percent increase over a period 
of 3 years is exorbitant. 

The CuarrMan. Of course, the post card today only carries 1 cent 
postage, and you could not very well make it a cent and a half. 

Mr. Bropuy. No. 

The Cuartrman. We either have to keep it at 1 cent or make it 
2 cents. According to an official of the Post Office Department it 
costs 2.6 cents to deliver a post card through the mail. So even if 
the rate is raised to 2 cents there will still be a loss in the carriage of 
post and postal cards. 

Now what is your position on the increase for third class? 

Mr. Brorny. Our interest is primarily in the increase in second 
class as an advertising agency which employs publications principally. 

The CuarrMan. You are interested principally in the increase in 
the second-class mail matter? 

Mr. Bropuy. Yes. 

The Cuarrman. Advertising rates have increased, I suppose, over 
the last 2 years? 
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Mr. Bropuy. They have. 

The CuatrMan. The postage rate has remained stationary at the 
same time, and there has been no increase in postage rates. There 
has been an increase in advertising rates of radio and rates of adver- 
tising over television are extremely high. Would you want the Post 
Office Department to carry advertising matter at a loss? 

Mr. Bropuy. I do not think that we would want the Post Office 
Department to carry our advertising matter at a loss, no. 

The Cuarrman. You are not asking that any subsidy be given to 
advertisers? 

Mr. Bropuy. Not at all. 

The CuarrMan. For the purpose of carrying advertising matter 
through the mails? 

Mr. Bropny. Not at all. Our interest in this situation is pri- 
marily due to the fact that the newspapers, both daily and weekly, 
the magazines, the farm papers, and other media of advertising that 
would be affec ted constitute a very important medium for advertising, 
and in that connection it would be interesting to vou, Mr. Chairman, 
I think, and to the other members of the committee, you hear that 
millions and millions of dollars are spent in advertising. We in 
advertising think of our expenditures in terms of how many hundred 
homes we reach per dollar spent. Par for the course in our judgment 
is a thousand homes reached per dollar spent in advertising. 

The CuHarrmMan. Of course, your ultimate goal is profitable adver- 
tising? 

Mr. Bropny. In selling goods, moving goods. Moving goods 
the only reason for our existence. 

The CHarrman. That is right. 

Mr. Bropuy. But we are able, through the use of advertising media, 
to get messages into homes for as low as one-tenth of a cent per home, 
and it is that mass effect that makes advertising so important in the 
distribution set-up and in the movement of goods, 10 homes per penny. 

The Cuairman. If the Post Office Department is losing $200,000,000 
on second-class mail for the transportation of magazines and news- 
papers and other second-class matter, would you not think that there 
should be some increase in the postage rates on the second-class matter 
so as to take care at least in part of this tremendous loss? 

Mr. Bropny. I would say that something should be done about it, 
but the first thing to us would seem to be that we should have a study 
made by a joint committee or commission, as has been proposed here, 
and to see what economies could be effected in the Post Office Depart- 
ment. We as advertising agents have no interest in getting a free ride 
as such from the Government. 

The CuarrmMan. Do you have any questions, Mr. Lesinski? 

Mr. Lestnsxt. Mr. Brophy, you are strictly advertising. How 
does that tie in with papers and magazines? In other words, they buy 
advertising from you, and you in turn allocate it to the magazines? 

Mr. Bropuy. The ‘advertising agency business was created years 
ago by the publishers. We maintain a service of producing adver- 
tising materials, developing advertising ideas, and producing adver- 
tising materials, which are carried by media, by the newspapers and 
the magazines. 

Mr. Lestnsxt. What I am driving at, suppose that the cost of 
_— went up, how would the magazines or your papers take care 
of that? 
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Mr. Bropuy. They would have to increase their rates. 

Mr. Lesrnskt. It’s on the same line. We are not trying to run 
anybody out of business here, I mean that is the general feeling as [ 
feel it here on the committee, but we are trying to raise some revenue 
out of this to help cover that loss. We want to make that up some- 
where. We do not want to hurt you or anyone else, but we have to 
realize that there has to be an increase. After all, the increase has 
not been had in several years, and everything has more than doubled 
in the last 5 years. 

Mr. Broprnuy. We are not taking the position that there should be 
no increase. We recognize that the cost of everything is going up. 

Mr. Lestnsxt. All right. Let us put it this way: You realize that, 
and we all realize that. How much of an increase in how many years 
would you suggest? 

Mr. Broruy. Now you are getting out of my field because I am 
not a publisher, and I am not qualified to say either what a fair rate 
increase would be or how it should be split. You see, from our point 
view, we are users of newspapers and magazines and other materials 
going through the mail. We are also users of radio and television 
and outdoor, so that in the final analysis, while we would greatly 
regret to see increased advertising costs in the printing media, never- 
theless we are in a position where we can use other and cheaper means 
if necessary. Nevertheless, the backbone of the whole advertising 
business today is still printed media, and that takes in not only the 
national newspapers, the dailies, and the weeklies, the big national 
weeklies, but also the very small magazines, the fraternal magazines, 
the small business magazines, and sectional magazines. We would 
hate to see media of that character out of business. 

Mr. Lesinski. That is all, Mr. Chairman. 

The CuarrmMan. Any questions, Mr. Reams? 

Mr. Reams. In your statement you give emphasis to the economy 
of abundance instead of scarcity. Now I think you have been in the 
hearing room, and you know what our problem is. How would you 
solve that problem if you were sitting on this committee? Just 
briefly, what steps would you take when there is an excess of expendi- 
tures over the income from the Post Office Department of more than 
half a million dollars? I did not hear all of your statement, but | 
have read it, and I did not get any constructive suggestions. We look 
at this from the angle that you are a stockholder in an advertising 
company, and you are also a stockholder in the United States, which 
operates this Post Office Department. All we are here is just a sub- 
committee or a board of directors of that company operating the Post 
Office. How would approach this problem that we are trying to solve? 

Mr. Broruy. The analogy is fairly close, as a matter of fact, be- 
cause in the business I happen to head it is a service business employ- 
ing some 575 people, a service business just as the Post Office is funda- 
mentally a service business. 

Mr. Reams. Yours is definitely a profit business and a very profit- 
able business. 

Mr. Bropny. Not a very profitable business. I could go into that 
if you wish, but it is not a very profitable business. 

fr. Reams. Some of my friends in the advertising business have 
done right well. 

Mr. Broruy. In the advertising agency business? 
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Mr. Reams. Yes. 

Mr. Bropuy. Some have, but we too are under great pressures from 
increased costs and taxes and so forth. We both operate service 
businesses. In our particular business if we were faced with that 
problem the first thing I would try to do is to economize. As a matter 
of fact, we have to do that all the time. Then having done every- 
thing possible to effect the economies, which might include bringing 
in an outside organization to study the situation and see what changes 
should be made in order to effect these economies and improvements, 
then we might have to ask for increased revenue. 

Mr. Reams. Of course, that has been done over a period of years 
in the Post Office. Are you stating that that has not been done? 

Mr. Brorpuy. No, lam not. I am basing my statement largely on 
a study of the Hoover Report. 

Mr. Reams. Well, Iam not so sure. I am for the Hoover Report. 
There was a statement in Ohio to the effect that $200,000,000 a year 
could be saved on the Post Office Department budget from the audit 
or accounting section alone. When I was put on this committee and 
started reading the literature I found that the accounting section of 
the Post Office Department had a budget of only $28,000,000 a year, 
and I was not able to see how this statement could possibly have any 
validity. You cannot save $200,000,000 on a budget of $28,000,000 
very well. 

Now the Hoover Committee did make recommendations, most of 
which have been carried out in the Post Office. Let us assume for a 
minute that you are correct in the matter of having outside audit, 
and you are sure that you have made the economies that can be made. 
Then how would you proceed with it? Would you raise, if you were 
sitting on this committee, the postal rates? 

Mr. Bropny. I think that would be inevitable, and that would have 
to be done. 

Mr. Reams. So you are agreeable to raising the postal rates then? 

Mr. Bropuy. If it is necessary. But I would like to reiterate that 
it would seem to us that the suggestion made of a joint commission 
or committee which would be advisory in character, somewhat per- 
haps like the Postal Advisory Committee, Mr. Chairman, that would 
have technical assistance and would go into this situation, be inde- 
pendent of the Post Office Department, might be a desirable applica- 
tion of certain business methods to this situation. 

The Cuarrman. Mr. Brophy, the Department has had surveys 
made by experts from time to time. When I first came on the com- 
mittee, Congress appropriated $100,000 for a study of the cost system 
of the Post Office Department and the operation generally, the 
business operation, of the Department. After we got that appro- 
priation it was put in charge—the investigation pot survey, under 
the control of the American Telephone & Telegraph Co.—a very 
shrewd businessman and accountant. This man spent nearly 2 years 
in charge of that investigation, and he came before our committee 
and approved the cost-ascertainment report and said he thought it 
was as good as could be worked out. 

Now, under the Hoover Commission, Robert Heller and Associates 
made another survey of the Post Office Department. The average 
citizen gets an erroneous impression about this Hoover Report and 
about what the Hoover recommendations would do in the way of 
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economy for the Post Office Department. This committee is getting 
out a report—it is at the printer’s now—showing exactly what Con- 
gress had done about the recommendations of the Hoover Commission 
with regard to the Post Office Department. We had Mr. Johnston, 
who is president of a university, and we also had Mr. McCormick; 
and they conceded that we put into operation practically every 
recommendation of the Hoover Commission. When that report 
comes out, I want a copy of it sent to you so that you can see what 
has been done, because so many people are misled. ‘Oh, we have 
not put into effect the Hoover recommendations. You can save 3 or 
4 million dollars if you put those recommendations into effect.” 

That is absurd. This report will show it to you conclusively. 

Mr. Bropuy. I would be delighted to have a copy of it. 

The Cuarrman. Thank you very much, Mr. Brophy. 

Mr. Broruy. Thank you, gentlemen. 

The CuarrmMan. Our next witness is Mr. E. Urner Goodman, 
representing the National Social Welfare Assembly, Ind., New 


York, N. Y. 


STATEMENT OF E. URNER GOODMAN, NATIONAL PROGRAM 
DIRECTOR, BOY SCOUTS OF AMERICA, ON BEHALF OF 21 NA- 
TIONAL VOLUNTARY HEALTH AND WELFARE ORGANIZATIONS 


Mr. Goopman. Mr. Chairman and gentlemen, I shall not attempt 
to read this document. 
The CHarrMAN. You wish to insert your entire statement in the 


record? 
Mr. Goopman. If I may do so, sir. 
The CuarrMan. That will be done. 
(The statement is as follows: ) 


STATEMENT ON House BILu 2982, Presentep By E. URNER GooDMAN, NATIONAL 
ProGrRAM Drrecror, Boy Scouts or AMERICA, ON BEHALF OF 21 NATIONAL 
VoLuNnTARY HEALTH AND WELFARE ORGANIZATIONS 


Mr. Chairman and members of the Committee, my name is E. Urner Good- 
man and I reside in Princeton, N. J., and my office is in New York City. For 
the past 36 years I bave served in varying staff capacities with the Boy Scouts 
of America. I have been a Scout master, director of a Scout camp, Scout 
executive for Philadelphia and Scout executive for Chicago. Since 1931 I have 
served as national director of the division of program with offices at 2 Park 
Avenue, New York City. Because the broad aims of all health, welfare, and 
educational organizations are much the same and of necessity interrelated, I 
have become conversant during my years of scouting with the purposes and 
programs of most of the outstanding nonprofit organizations of America. 

Two years ago, in March 1949, I appeared before this committee, on behalf 
of national voluntary health and welfare organizations, when legislation calling 
for substantial increases in postal rates was then before Congress. Naturaily we 
were gratified at the consideration given to our presentation at that time and 
the understanding shown by members of this committee of the special problems 
faced by nonprofit organizations in such a situation. 

When the legislation now before you was introduced, responsible officials 
of many of these organizations were again called together in conference to consider 
the budgetary and programing implications in the current bill which, though not 
as drastic as the previous proposed legislation, would nevertheless if enacted 
bring considerable haraship to the many organizations operating in the fields 
of health, welfare and education which depend on voluntary contributions for 
their support. 

Since our presentation in 1949, two additional factors have entered in which 
lead us to feel that the exemption of nonprofit organizations from the proposed 
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increased postal rates is more urgent than ever. I refer to the important role 
which voluntary health and welfare organizations have been asked to assume in 
the total defense effort of the United States, and the resulting rapid expansion 
of their operations in the face of increased costs of all materials. 

It was the consensus of opinion of those representatives meeting in conference 
tha. the passage of the postal rate-increase legislation in its present form would 
be so significant to nonprofit organizations as to warrant again the gathering and 
presentation of the facts to both congressional committees concerned with the 
subject. The facts have been gathered, and I have been designated to submit 
them to you on behalf of the following organizations: 

American Association of Group Workers 
American Association of Medical Social! Workers 
American Jewish Committee 

American Social Hygiene Association 

Boy Scouts of America 

Boys’ Clubs of America 

Camp Fire Girls 

Child Welfare League of America 

Community Chests and Councils of America 
Council of Jewish Federations and Welfare Funds 
Family Service Association of America 

Girl Scouts of the United States of America 
National Child Labor Committee 

National Jewish Welfare Board 

National Organization for Public Health Nursing 
National Recreation Association 

National Society for the Prevention of Blindness 
National Travelers Aid Association 

National Tuberculosis Association 

National Urban League 

Young Women’s Christian Association of the United States of America 

For the information of the committee there is appended to this statement a 
description of the purposes, nature, and scope of each of the agencies for which 
I speak. They represent in the aggregate a membership of well over 10,000,000 
persons, drawn from the rural communities and cities of the entire Nation. «Their 
scope of endeavor is national and in some cases international. Their services, 
performed in large part by public-spirited volunteers, benefit hundreds of com- 
munities in every State. All are devoted to the purpose of furthering human 
welfare. Furthermore, practically all are deeply involved in the national-defense 
effort, in connection with service to members of the Armed Forces and their 
families, or to people in congested communities, or to both. 

As a primary tool in furthering this end, they utilize periodicals, educational 
pamphlets, staff-guidance releases, and similar materials which are regularly 
mailed to lists totaling 3,000,000 persons. These publications are to important 
a function of the organizations that they account for a substantial portion of their 
limited budgets. Last year, for example, the total costs for publications which 
were mailed second-class approximated $2,500,000. Second-class postage 
accounted for $160,000 of that total. Should the bill now before you be applied 
to nonprofit organizations, it is estimated that total would be increased to $280,000 
in the first year and to $320,000 by the third year. The additional costs imposed 
by the provisions increasing rates of other classes of mail would amount to $750,000. 

I think I should add, Mr. Chairman, that there are very many more eleemo- 
synary organizations not represented here today which would be greatly affected 
by the passage of certain provisions in the bill under consideration. They may 
not be cognizant of the import of this legislation, or they may be unable to appear 
before you owing to the restrictions of their constitutions, but they represent 
additional millions of members whose services or benefits would be substantially 
reduced by the application of this bill to them. Federated fund-raising agencies 
(community chests) on which most of these national organizations depend for a 
substantial part of their support would be seriously affected as they depend on 
extensive mailing of campaign literature and house organs to contributors. It is 
difficult to estimate what the total impact of an increase in second- and third- 
class rates would be on the income for these voluntary health and welfare organi- 
zations, but it is safe to say that it would increase tremendously the cost of 
raising money for urgently needed services. 

These 21 organizations which I am representing today are chiefly concerned 
with the possible results of passage of the sections of the bill increasing seeond- 
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and third-class and Government postal-card rates. They are anxious that the 
committee realize their dependence upon these classes of mail for the implementa- 
tion of their programs, and that it understand what the application of the pending 
provisions to nonprofit organizations would mean in terms of financial hardship 
and necessary curtailment of services. Their concern is based upon the under- 
standing that the increases proposed in the bill before you would not recognize 
the unique position of these nonprofit organizations in the country today. 

We believe there are many reasons for extending special consideration to the 
printed materials of health and welfare organizations. First, they are the central 
instruments in rendering service to millions of boys and girls and men and women. 
These services are of vital concern to every citizen of America; they are services 
to the public. They seek to promote better health for all people; they seek to 
develop character and a spirit of public interest in young boys and girls; they 
strive for better understanding between religious groups and between racial 
groups; they seek to solve family problems; to aid the underprivileged, to succor 
the victims of disaster, and to aid in solving the many other social problems of 
today. Because the workers for these causes are chiefly volunteers giving time 
from their everyday lives, most of the program and inspirational materials 
guiding their efforts must be produced by national headquarters and disseminated 
to them. Equally, the materials for child and adult education aad participation 
must be prepared for them and mailed across the reaches of America. 

A second reason for extending special consideration to these organizations is 
their very nature—nonprofit. Since the organizations themsevles make no profit, 
and their periodicals are run on the same basis, there is no surplus of dollars to 
turn to for the absorption of additional costs. The only answer to greater 
postage rates would lie in an infringement upon the services rendered by these 
organizations or in increased subscription or membership fees. These agencies 
feel that the latter course would impose an unreasonable expense upon the 
volunteer leaders, children, youth and adults who now participate so willingly 
and constructively in their programs. 

A third reason for the extension of special preference is to be found in the 
years of legislative interest in and consideration for their goals. There is a long 
history of legislation extending special preference in second-class rates to publica- 
tions maintained by organizations such as I represent today. The basic legisla- 
tion for second-class postage, of course, was the act of March 3, 1879. The act 
of August 24, 1912, specifically provided (ch. 389, sec. 1, 37 Stat. 550) that pub- 
lications of nonprofit organizations might be entered as second-class mail with the 
right to carry advertising matter whether that matter pertained to the organiza- 
tions or not. This, and the act of October 3, 1917, established a special preference 
for these groups in that the higher zone rates on advertising portions of periodicals 
were not applicable to them. The only restraining stipulation was that such 

-riodicals not be designed or published primarily for advertising purposes but 
be originated and published to further the objectives and purposes of the organ- 
izations. Section 1103 of title XI of the act of October 3, 1917, provided fixed 
rates for these periodicals of nonprofit organizations irrespective of the zone in 
which delivered. Up to the present time nonprofit organiaztions have appealed 
for funds, predicated their budgets, and based their programs upon these 
legislative provisions. 

I have said that the proposed increases in second-class rates would boost 
the postal costs of these organizations from $160,000 per year to an estimated 
$280,000 in the first year and to $320,000 in the third year. That estimate is 
predicted upon the current volume of services, the current roll of membership, 
and does not take into account future expansion which is already showing definite 
signs of being stepped up by reason of the defense effort. Let me give you an 
idea of what the proposed second-class rates would mean to a few of the organiza- 
tions for which I speak. 

The chief publications of the Girl Scouts are the American Girl, with a monthly 
circulation of 510,000, and the Girl Scout Leader, with a circulation of 230,000. 
The Girl Scout Leader is the volunteer worker’s guide. It provides invaluable 
assistance in the actual work of furthering the Girls Scout’ ideals through in- 
formative, inspirational and program materials. The American Girl provides 
like materials for the girls themselves and, additionally, is an effective counter 
to the great mass of poor reading material which floods the children’s reading 
market today. These periodicals are instrumental in the rendering of service by 
thousands of volunteer leaders and in the mental, physical and spiritual develop- 
ment of thousands of young girls. When the Korean situation developed last 
July, the Girl Scout organization in a letter to the President offered its services 
to the Nation. A national staff member was assigned as liaison representative 
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to work between the Girl Scout organization and Government agencies in Wash- 
ington, particularly those concerned with youth and with maintaining healthy 
and normal activities for youth to offset the disrupting effects of conflicting ide als, 
uncertainties and restrictions, on our young people. Since that time, The Ameri- 
can Girl, The Girl Scout Leader, and other periodicals have borne the main job 
of reaching the membership in well over half the communities in this country 
with information about national defense. ‘The Girl Scouts estimate the impact 
of the proposed increase upon their budget as follows: 


j 
| 


Current -" . | Seeond |, ’ 
cost First year | year | Third year 





American Girl... ‘ ie We ANE 24, $36, 000 | $42, 000 | $48, 000 
The Girl Scout Leader____- =" ‘ = 2 3, 35 5, 025 5, 862 | 6, 700 





The American Jewish Committee sponsors the magazine Commentary, “in 
line with its general program to enlighten and clarify public opinion on problems 
of Jewish concern, to fight bigotry and protect human rights, and to promote 
Jewish cultural interest and creative achievement in America.’’” Under the 
present postal rates the Commentary’s expenditures for postage are $1,500. That 
figure would be increased to at least $2,250 the first year and $3,000 the third 

year, if the new rates were applied. 

The two publications of the Boy Scouts which would be chiefly affected by the 
second-class increases are Boys Life, with a circulation of 535,000, and Scouting, 
with a monthly circulation of 710, 000. Scouting is the volunteer leader’s periodi- 
cal, the official periodical of the movement. It consists of (1) interpretive mate- 
rial to help local leaders understand the principles and purposes of the Boy Scout 
movement; (2) inspirational material to develop enthusiasm and consecration to 
the cause of boyhood; and (3) program material to help leaders plan programs 
which will give boys worth-while Scouting activity. Boys Life provides a similar 
service to boy members, helping to make their Scouting experience more mean- 
ingful and valuable. It is closely coordinated with Scouting to make the sug- 
gested seasonal program work to the best advantage. It is a definite factor in 
the educational and character building program of the Boy Scouts. As in the 
case of the Girl Scouts, the burden of the national defense program as carried on 
within the Scout movement is born by these publications. Current postal costs 
for these two publications, along with the estimated costs under the new legis- 
lation, follows: 


| 





Current Ser Gerapen Second ance 
cost First year | year | Third vear 





Scouting $38,826 | $45, 207 
Sci capirntiece wee ninenneewsion » 756 | 62, 634 73, 073 





These examples are typical, in greater or lesser degree, of the increased burdens 
which would be imposed upon the budgets of all of these organizations. Here 
are a few more succinct examples of second-class cost increases for other or- 
ganizations: 





Current | p; Second Thi 
costs | First year year | Third year 





| 

$1, 400 $2,100} $2, 450 | $2, 800 

11, 745 17, 617 | 20, 553 | 23, 489 
| 


National Tuberculosis Association 

AE OSE a ee ee ae 
Americal Social Hygiene Association a 
Jewish Welfare Board 


5, 694 8, 541 9, 964 | 11, 388 
700 1, 050 | 225 


1,2 1, 400 


| 
Publications of the— 





The proposed increases in first- and third-class rates pose further serious budget- 
ary and programing problems for many of these nonprofit groups. For some of 
them, the increases would entail a drastic reshuffling of an entire national program. 
Although no special preference has ever been extended to matenals mailed via 
these classes, I respectfully submit that serious consideration should be given to 
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the problems of nonprofit agencies before applying these provisions of the bill to 
them. 

The organization most seriously affected by the proposals, and whose case most 
dramatically emphasizes the need for appraisal of the problem, is the National 
Tuberculosis Association. Each year, in the tuberculosis control program pro- 
moted by that organization, approximately 15,000,000 chest X-rays are made. 
Notification of results, by letter and Government post cards, is mailed to all 
persons having the service. The cost for the mailing of these notices is $150,000. 
It is estimated that under the new rates that sum would jump to $300,000. The 
National Tuberculosis Association points out that the additional $150,000 so to 
be spent would pay for approximately 250,000 chest X-rays. 

You are all familiar with the annual Christmas seal sale of the National Tuber- 
culosis Association. This sale constitutes virtually the sole support of the organ- 
ization and its 3,000 affiliated associations throughout the United States 
and its Territories. The Christmas seal letter accompanying the seals is one of 
the association’s most potent means of health education. Mailed locally, reaching 
into every segment of America, it keeps countless citizens informed as to preven- 
tive and curative measures for tuberculosis. It aids local health services; it tells 
the people where those services are obtainable; it spells out measures to prevent 
the spread of the disease; it aids all people in protecting themselves and their 
families. Approximately 30,000,000 Christmas-seal letters of appeal are mailed 
each year at the following rates: 


Third-class bulk, at 1 cent rate 
Third-class bulk at 14 cent rate 
First-class at 3 cent rate and third-class regular 2 cent rate 


Additionally, 18,000,000 follow-up messages are sent on Government post cards. 
The association estimates that the total postal costs of the Christmas-seal mailing 
program would increase from $569,500 to $990,000. 

The foregoing figures are self-explanatory. They demonstrate that in the case 
of an organization such as the National Tuberculosis Association the proposed 
increase in third-class rates and in the rates for Government post cards would 
mean an additional expenditure, at the outset, of more than half a million dollars 
a year. The National Tuberculosis Association points out that the additional 
$570,500 entailed by this legislation would pay for nearly 1,000,000 chest X-rays. 
Normally those examinations would result in the discovery of 5,000 new cases of 
active tuberculosis. 

Although no other organization for which I am speaking would suffer com- 
mensurately with the National Tuberculosis Association, the hardships imposed 
upon them would likewise subtract substantial sums from their vital community 
services for the payment of additional postage. Graphic examples follow: 





Current 


First year |Second year| Third year 


Materials of the— | | 
Jewish Welfare Board and constituents—Y MHA’s, } | 
YWHA’s, Jewish community centers - | $330, 000 $430,500 | $443, 700 
WWCA, ni ational a 16, 000 22, 415 | 22, 790 
National Organization for Public Health Nursing - 6, 325 7, 575 8, 200 
Council of Jewish Federations and Welfare Funds 
and financing and beneficiary agencies --..__..--- 400, 000 600, 000 700, 000 





These rate increases pose problems of great moment for the organizations I am 
representing. For some of them they are the paramount issue of the day. Faced 
with great additional expenditures for which no funds are available, cast into the 
same mold with profit-making businesses, they will be forced to abbreviate or 
discontinue publications which are the voice and brain of their movements. The 
foundation upon which their human services rest will be carried away, at a time 
when those services are more urgent than ever for our people, men and women, 
young and old, as they play their respective parts in their country’s defense 
efforts. 

Dollars are traditionally fewer for humanitarian labors than for those of profit. 
This bill will make them more scarce. But human need will not decrease. 
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American Association of Group Workers 

Membership: 2,000, national in scope. 

Purpose: An organization to promote association among education, recreation, 
and group workers; to raise the standards of competence among practitioners; 
to encourage continued study of the basic body of knowledge and skills essential 
to professional practice; and for other purposes. 

Printer materials: Those necessary to the maintenance of such a professional 
organization and for informational and educational services to the field. 


American Association of Medical Social Workers 

Membership: Approximately 2,400, national in scope. 

Purpose: To promote the quality and effectiveness of social work in relation 
to health and medical care. 

Publications: The Newsletter, official journal or house organ, issued six times 
a year. The Newsletter disseminates information and constructive materials 
relating to the purposes of the association to members of the medical social-work 
field and those in allied endeavors. 


American Jewish Committee 

Membership: 20,000, national in scope. 

Purposes: To prevent the infraction of the civil and religious rights of Jews, 
in any part of the world; to render all lawful assistance and to take appropriate 
remedial action in the event of threatened or actual invasion or restriction of 
such rights, or of unfavorable discrimination with respect thereto; to secure for 
Jews equality of economic, social, and educational opportunity; to alleviate the 
consequences of persecution and to afford relief from calamities affecting Jews, 
wherever they may occur; and to compass those ends to administer any relief 
fund which shall come into its possession or which may be received by it, in trust 
or otherwise, for any of the aforesaid objects or for purposes comprehended therein. 

Publications: Commentary. In sponsoring Commentary the American Jewish 
Committee aims to meet the need for a journal of significant thought and opinion 
on Jewish affairs and contemporary issues. It seeks further to promote the 
objectives of the committee. 

American Social Hygiene Association 

Membership: 25,000, national in scope. 

Purposes: To promote education for family life; to combat venereal diseases; 
to fight commercialized prostitution; to foster social protection and safeguard 
health through sound social hygiene laws and to develop State and community 
action, based on informed public opinion, toward all these ends. 

Publications: The Journal of Social Hygiene, 9 issues yearly; the Social Hygiene 
News, issued monthly; and approximately 1,000 books and pamphlets forming 
the chief informational matter on the subject in this country. 


Boy Scouts of America 

Membership: 2,778,699; of that total, 2,056,571 are boys and 722,128 are 
adult leaders. 

Purposes: To promote, through organization and cooperation with other 
agencies, the ability of boys to do things for themselves and others, to train them 
in Scoutcraft, and to teach them patriotism, courage, self-reliance, and kindred 
virtues, using the methods which are now in common use by Boy Scouts by placing 
emphasis upon the Scout oath and law for character development, citizenship 
training, and physical fitness. 

Publications: Scouting and Boys’ Life. 


Boys’ Clubs of America 

Membership: Boy membership of over 335,000 in 335 Boys’ Clubs. There are 
over 7,300 executives, leaders, and volunteer workers; more than 35,000 men and 
women serve on the boards of the local clubs. National in scope. 

Purposes: To promote the health, social, educational, vocational, and character 
development of boys throughout the United States of America. 

Publications: Program Service, 9 issues a year, to 700 executives and leaders of 
Boys’ Clubs; Boys’ Club Bulletin, quarterly, to 55,000 Boys’ Club executives, 
contributors, others; Boys’ Club Newsletter, monthly, to 1,000 executives, leaders, 
laymen; Area Council Flashes, 6 issues a year, to 700 Boys’ Club executives, 
presidents, chairmen of area councils. 


$2021—51 
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Camp Fire Girls 

Membership: 360,000, national in scope. 

Purposes: To perpetuate the spiritual ideals of the home and to stimulate and 
aid in the formation of habits making for health and character. The organization 
seeks to cultivate the individual skills of the girls, develop personality, and give 
practical training in citizenship. 

Publications: The Camp Fire Girl, a monthly magazine for leaders that pre- 
sents principles and techniques of leadership, ideas, standards and program 
emphases of Camp Fire Girls. 


Child Welfare League of America 

Membership: 250 constitutent agencies throughout the United States and its 
insular possessions. 

Purposes: The Child Welfare League is an interpretive, instructional, and 
research agency aimed at professional workers, trustees of child welfare agencies, 
and students of social work. 

Publications: Child Welfare and many additional pamphlets and bulletins. 
Child Welfare is mailed monthly to 4,500 professional workers, trustees, students, 
and interested citizens. 

Community Chests and Councils of America 

Membership: 1,150 organizations, which include chests, councils, and State 
affiliates. 

Purposes: Community Chests and Councils of America is a national association 
of local community chests and welfare councils. It is a clearinghouse for informa- 
tion and ideas for its members and provides them with service in the fields of 
health and welfare planning, campaign and financial statistics, personnel, labor 
participation, public relations, and volunteer leadership. 

Publications: Community, monthly publication which goes to 6,000 people. 
Bulletins are issued from time to time as the occasion arises. 


Council of Jewish Federations and Welfare Funds 

Membership: 255 Jewish federations, welfare funds, and community councils 
located in 232 cities and serving a total of almost 600 communities. 

Purposes: The council operates through a national office and eight regional 
offices to help organize community resources to meet local, regional, national, 
and overseas Jewish needs; serves as a cooperative association of and central 
clearinghouse for member agencies and acts as their instrument in dealing with 
national Jewish problems; provides communities with facts on the program, 
expenditures, and financing of national and overseas agencies which are supported 
by Jewish communities. 

Publications: Jewish Community, 5 issues yearly, which go to 6,000 people. 


Family Service Association of America 

Membership: 250 member agencies which serve an estimated 750,000 individual 
family members annually. 

Purposes: The Family Service Association of America was founded in 1911 by 
leading community family service agencies in the United States in order to provide 
a channel for developing and improving high standards of service and assistance 
to troubled families, for clearance of information, study of trends, consultation, 
and to serve as a representative and spokesman for the achievement of many 
common purposes which no one local agency alone could realize. 

Publications: Highlights, monthly, official channel of communication; Social 
Casework, monthly, professional journal; approximately 55 books and pamphlets. 


Girl Scouts of the United States of America 

Membership: 1,213,958 girls and 373,195 adults; 99.5 percent of the adults of 
the organization are volunteers. 

Purposes: Girl Scouting has as its fundamental aim the development of girls 
along physical, mental, emotional, moral, and spiritual lines, to the end that there 
may result not only personally enriched individuals but also intelligently partici- 
pating citizens in a democratie social order. The Girl Scout program is the 
means that the Girl Scout organization puts into the hands of its thousands of 
leaders so that the objectives for which the movement exists may be attained. 

Publications: The Girl Scout Leader, the American Girl, Report on Girl Scout- 
ing and National Defense (circulation and nature of these publications discussed 
in the text of the statement attached). 
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National Child Labor Committee 

Membership: 15,000, national in scope. 

Purposes: A voluntary agency organized in 1904 and chartered by special act 
of Congress in 1907. urposes: (1) To eliminate harmful child labor and im- 
prove the conditions under which young people are employed; (2) to keep more 
children in school and promote better preparation of young people for work as 
part of life; (3) to raise the standard of living of families so that children need not 
work at the expense of their health, schooling, and recreation. 

Publications: The American Child, published 8 times a year and sent to the 
entire membership. 


National Jewish Welfare Board 

Membership: 331 constituent organizations with a membership of 502,000 
individuals; 41 national affiliated organizations. 

Purposes: Devoted to character development, the promotion of YMHA’s, 
Y WHA’s and Jewish community centers, and to morale services for the men and 
women of the Armed Forces. 

Publications: The Circle, monthly tabloid newspaper which is an integral part 
of the JWB and the reporter of the national Jewish center movement. The 
Circle is mailed to 17,000 persons monthly. Other printed materials are sent 
periodically to the membership across the country. 


National Organization for Public Health Nursing 

Membership: Approximately 9,000 individual members and 400 public health 
nursing agencies. 

Purposes: To develop the best possible public health nursing for all people in 
every community. To achieve this, it maintains a central bureau of information, 
reference, and assistance; disseminates through authoritative publications advice 
to educational institutions and analyzes community public health nursing services. 

Publications: Public Health Nursing, with a monthly mailing list of 10,000 or 
more; PHN, a quarterly news bulletin; Memo to Member Agencies, monthly to 
800 agencies. 


National Recreation Association 

Membership: Over 12,000 individuals in approximately 1,400 communities. 

Purposes: The association is dedicated to the service of all recreation execu- 
tives, leaders and agencies to the end that every child in America shall have a 
chance to play in safety and that every person in America, young and old, shall 
have an opportunity to find the best and most satisfying use of his expanding 
leisure time. 

Publications: Recreation Bulletin Service, biweekly; Recreation, monthly; 
over 2,000 publications, voluminous mailings to individuals, youth-serving 
agencies, and all recreation departments, special mailings to armed service groups. 


National Society for the Prevention of Blindness 

Membership: Over 40,000. 

Purposes: To endeavor to ascertain through study and investigation any 
causes, whether direct or indirect, which may result in blindness or impaired 
vision; to advocate and promote measures which shall lead to the elimination of 
such causes; and to disseminate knowledge concerning all matters pertaining to 
the care and use of the eyes. 

Publications: Sight-Saving Review, Eye Health and Safety News and many 
additional materials including pamphlets, posters, vision-testing charts, periodicals 
and annual reports which are an integral part of the educational and promotional 
program. 

National Travelers Aid Association 

Membership: 110 member agencies serving 110 major cities and 637 adjacent 
communities in the United States. 

Purposes: Travelers Aid is the only private social agency in this country 
specializing in service to moving people in difficulty. 

Publications: Shifting Scenes, 8 times yearly, annual mailing 62,500; En Route, 
12 times yearly, annual mailing 60,000; official informational and educational 
material to field, approximately 3,000 monthly. 
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National Tuberculosis Association 

Membership: Approximately 4,000 individuals plus 3,000 affiliate local organi- 
zations each with its own membership. 

Purposes: The association was organized in 1904 to combat tuberculosis by 
every possible means. 

Publications: The American Review of Tuberculosis, mailed to 7,000 persons 
monthly is a scientific and medical journal internationally depended upon by 
physicians, health officers, and research workers for clinical and scientific data: 
The NTA Bulletin, mailed monthly to approximately 30,000 persons, provides a 
comparable source of information for lay workers and general medical practitioners 
in the field of tuberculosis control. 

Vast additional amounts of material—seals, posters, ete.—which are vital to 
the association’s program. 

National Urban League 

Membership: 35,000 individuals and 58 affiliate local organizations each with 
its own membership. 

Purposes: To promote organization and action to improve economic and social 
conditions among Negro populations in cities; to conduct social research and plan- 
ning in behalf of the Negro population; to promote specific social work activities 
among Negroes and to promote the occupational advancement of Negroes. 

Publications: Pamphlets and other printed materials designed to stimulate ac- 
tivities and foster programs to further the purpose of the league. 

Young Women’s Christian Association of the United States of America 

Membership: Three million. 

Purposes: To build a fellowship of women and girls devoted to the task of realiz- 
ing in our common life those ideals of personal and social living to which we are 
committed by our faith as Christians. To unite into an effective, continuing 
national organization the autonomous member associations throughout the 
United States for the progressive fulfillment of the purpose of this organization 
in local, national, and world relationships; to aid in establishing and developing 
autonomous units of the YWCA of the United States of America; to participate 
in the work of the world’s Young Women’s Christian Association. 

Publications: YWCA magazine, general program materials; Bookshelf, pro- 
gram materials for leaders for teen-age program; National YWCA Bulletin, 
current YWCA news; Student Public Affairs News, volunteer and professional 
student leadership; Program Papers, volunteer and professional student leader- 
ship. 

Mr. GoopMAn. I appeared 2 years ago in a similar capacity repre- 
senting 21 agencies in this category. You will see the names, Mr. 
Chairman, of those agencies listed on the bottom of the first page and 
over at the top of the second page. They include a membership of 
approximately 10,000,000 young people and men and women in our 
country. : : 

Turning to the second page of our manuscript and brief, Mr. Chair- 
man, in the next to the last paragraph you will see summed up in that 
paragraph the effect of the new postal bill upon the agencies which I 
here represent. The total involved in the postage account, second 
class, is $160,000. It can easily be determined then that by the third 
year that would be increased to $320,000. That is the load in terms of 
the second-class mail. You will notice that it is relatively small with 
respect to the total figures with which your committee is dealing in this 
particular instance, and yet to the agencies of the nature which I 
represent, and may I quickly state that I represent in a larger sense that 
field of nonprofit organizations in the charitable and welfare and health 
situation. There is also involved, as explained in the last line of that 
same paragraph, on account of the increasing rates in other classes of 
mail, an amount of about $750,000. In the last paragraph on that 
page reference is made to another circumstance which 1 must not 
overlook, and that is the fact that the community chests of the coun- 
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try, which largely are called upon to support the agencies which I here 
represent, are involved in the situation because they depend pretty 
largely upon the mails for the success of the campaign and publicity 
matter with reference to their campaigns. 

Now on page 3 we list three reasons, Mr. Chairman, why your com- 
mittee may find it practical and allowable to give special consideration 
to the sort of agencies which I represent. The three reasons set 
forth are first, the very nature of the work done by these nonprofit 
organizations in terms of health and education and better understand- 
ing between interracial and religious groups, and in the broad field of 
citizenship training they are largely run by volunteers, and those 
volunteers have to depend upon literature for their guidance. 

The second reason is that there is no surplus which agencies such 
as those which J represent can turn to in the case of an increase, 
unprecedented increase, of this or that. We are not in the same posi- 
tion as that of a commercial operation. Therefore, there is no surplus 
of dollars for the absorption of this additional cost. 

The third reason is that there is sufficient precedent, I think your 
committee would agree, as cited at the bottom of page 3 and at the 
top of page 4 in the brief. 

Now what I have said so far, Mr. Chairman, does not take into 
consideration the expansion of our work due to expanding population. 
For instance, as is well known, the birth-rate increase over the last 
decade has been such that it is now just coming into the range of 
many of our youth organizations, expanding almost 100 percent the 
membership possibilities for such youth organizations. 

On page 4, Mr. Chairman, we give some examples of what is involved 
in terms of individual agencies, starting with the Girl Scouts of the 
United States of America and their two publications, the American 
Girl and the Girl Scout Leader. You see the circulation figures there. 
At the bottom of the page you find the actual step-up in mailing cost, 
first for the American Girl, and the for the Girl Scout Leader. Similar 
figures are provided in terms of the smaller agencies, such as the 
American Jewish Committee, which publishes the magazine Com- 
mentary. 

At the top of page 5 we have the case of the Boy Scouts of America, 
which I represent directly of course by reason of my official position 
with them and their publication falls largely in the same pattern with 
the Girls Scouts. We have a leader publication called Scouting and a 
boys’ publication called Boys’ Life. I should like to make this point, 
Mr. Chairman, that these publications are not so much for entertain- 
ment as for educational leadership of the adults and by the same token 
of the youngsters that receive them. 

In the middle of page 5 there are other examples of other publica- 
tions which have a problem because of the second-class mail. We 
have the National Tuberculosis Association, the Boys’ Clubs, Amer- 
ican Social Hygiene Association, and the Jewish Welfare Board. 

Now I would like to take just a moment in terms of the third- and 
fourth-class rates and the problems they pose. A conspicuous example 
of that is the National Tuberculosis Association. There as you see 
they have the taking of 15,000,000 chest X-rays, which involves the 
notification of those who have been thus X-rayed as to the results of 
the X-ray, and that is done by postal card, as you see at the top of 
page 6 of my brief, and it runs up into such figures that the increased 
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costs of the mailing of those post cards for that particular reason would 
be approximately sufficient to provide a quarter of a million additional 
chest X-rays. 

The Christmas Seal campaign is well known to all of you, I am sure. 
It depends largely on the mails for the success of its efforts, and you 
see cited on page 6 the actual figures with respect to the cost of that 
Christmas Seal mailing by the Tuberculosis Association, and when 
you sum it all up you see at the lower half of the page the aggregate 
figure that the additional cost there would be about $570,000 to the 
National Tuberculosis Association, which would be nearly enough to 
pay for 1,000,000 chest X-rays, which they testify would result in the 
discovery of about 5,000 new cases of tuberculosis. 

There are some other examples at the bottom of the page which I 
need not read because you can read them yourselves, gentlemen, but 
there rests the case. You see, the increase which even in the aggre- 
gate is not monumental for the organizations which I represent, 
nevertheless is extremely significant in terms of the organizations 
individually, each on their own account, for the reasons which I have 
mentioned. Dollars are traditionally fewer for humanitarian work, 
but the human need still goes on. With that we would like to rest 
our case save for such questions as you may have. 

The CuarrmMan. Mr. Goodman, are you opposing any increase in 
post and postal cards and also in third class? 

Mr. GoopMan. Our purpose, Mr. Chairman, is just to cite the 
problem involved. The postal card is largely one that affects, as I 
pointed out, the National Tuberculosis Association, because they 
depend largely on the use of the postal card for notification of those 
who have had the chest X-rays. 

The CHairmMan. The post office says it costs 2.6 cents to deliver a 
postal card. 

Mr. Goopman. That is right. 

The CHatrman. That is a loss of 1.6 cents on the present postage. 
We all agree with the fine objectives of the organizations which you 
represent, and we fully endorse them, the admirable work they are 
doing, but if we decided to recommend an increase in post cards to 
2 cents, could we say that we will charge commercial concerns 2 cents 
for a post card, but we will make an exception and charge the Tuber- 
culosis Association less? 

Mr. GoopMAN. We recognize that you have a real problem there. 

The CHarrMan. I do see merit in your contention that you should 
continue to receive a preferential rate for second-class publications, 
which include the nonprofit, religious, scientific, educational, labor, 
and patriotic and agricultural publications. 

Mr. GoopMan. Yes, sir. 

The CuHarrman. I believe this committee would give favorable 
consideration to continuing that present preferential rate and give 
them the benefit of it, but I do not see if the committee decides to 
increase the postal cards and also decides to increase the rates on 
third-class advertising matter how it could make any differential and 
give the preferential rate to the Boy Scouts or to the Girl Scouts, and 
so forth. 

Mr. GoopMan. That puts a problem, as I tried to point out in the 
brief. With respect to the preferential treatment, it would be in the 
second-class mail. In fact, we come here not to protest, because we 
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recognize the grave problem with which you are wrestling, and we are 
stockholders, as was observed previously, in the enterprise known as 
the United States of America. We thought it our obligation as citizens 
to present the facts of the case and leave it with you. 

The Cuarrman. Mr. Burnside? 

Mr. Burnsipe. Could you give me how much money each year 
you spend on post cards for the Tuberculosis Association? 

Mr. GoopMaAN. You can get some idea as to that with reference to 
the volume of mailing which they cite in the brief, 15,000,000 chest 
X-rays. Now each of them means a post card. That is 15,000,000 
post cards in that particular case. 

Mr. Burnsipe. You send out 15,000,000 post cards? 

Mr. GoopMan. That is right. Understand, I am speaking in their 
behalf. I am not connected with that organization, but I am trying 
to present facts in their behalf. 

Mr. Burnsipe. Would you suggest that that should be under 
penalty mail? 

Mr. Goopman. I beg your pardon? 

Mr. Burnstpe. Would you suggest that those post cards should 
come under penalty mail? 

Mr. Goopman. | am not familiar with that title, sir. 

Mr. Burnsipe. Penalty mail is somewhat like franked mail, where 
the different departments use the Government frank, not the frank, 
but like the frank. 

Mr. Goopman. I confess, Mr. Congressman, that I am not familiar 
over-all with the postal situation to answer that intelligently nor to 
stand here before your committee and make a statement that you 
could just arbitrarily make a discrimination, as the chairman has 
pointed out, in terms of going to the post office and buying so many 
postal cards. ‘There is an administrative problem involved here which 
I can easily understand. 

The CuarrMan. | can see justification for giving a special rate to 
these non-profit, religious, scientific, educational and agricultural and 
labor publications under second-class matter because Congress adopted 
that policy many years ago. I can see the reason for it. 

Mr. Goopman. That is right. 

The CHarrMaNn. Any questions, Mr. Lesinski? 

Mr. Lesrnskr. No questions. 

The CuarrmMan. Mr. Reams? 

Mr. Reams. If I understand the point about this Tuberculosis 
Association, that is the one where you in your statement seem to make 
it most difficult. You say that by raising the rate it may keep almost 
one million examinations from being conducted? 

Mr. Goopman. I hope I did not express it in that way. 

Mr. Reams. Maybe I misunderstood. 

Mr. Goopman. I intended to say that the amount of extra postal 
cost would be sufficient to provide so many more X-rays, one million 
additional X-rays. The X-rays cost about 50 cents apiece, they 
figure. 

Mr. Reams. But since the loss on postal cards now, the Post Office 
Department has estimated, I believe, $38,000,000, I am not sure of 
that figure, would you not feel that instead of refusing to make this 
increase that is recommended and save that much money for the 
Government that it would be better perhaps for the Public Health 
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Service or someone to take over sending those post cards, as was 
suggested, and make it an outright penalty mail and not making it a 
hidden subsidy such as seems to me to be suggested in your statement? 

Mr. Goopman. I suspect, Mr. Chairman and Mr. Reams, that if 
your committee in its wisdom sees fit to make no exception in terms 
of postal card rates that it will pose a problem for this organization 
which will not be simply solved by saying, “Well, we will cut out so 
many X-rays.” It will pose a problem that they will have to deal 
with, and possibly in cooperation with the Public Health Service. 
There may be some other step that will enable them to carry on to 
the best of their ability within the funds available with as much 
wisdom as they can muster. 

Mr. Reams. All of these people you represent are practically what 
are known as Community Chest agencies generally speaking? 

Mr. Goopman. That is right. 

Mr. Reams. My experience with them has been that the people 
that are most active in the Community Chest are also the ones that 
are most active in criticizing what is referred to as the deficit in the 
operation of the Post Office Department, too. 

Mr. Goopman. I would not be surprised. 

Mr. Reams. You do not think that all of these people who are 
behind the Red Cross and the Community Chest and the Boy Scouts 
and the others, you do not think they would be willing themselves 
individually to go on record as saying that there should be no increase 
in these categories? 

Mr. Goopman. No, indeed. I hope, Mr. Chairman and gentlemen, 
nothing I have said will be interpreted as our expression in behalf 
of any of these agencies that there should be no adjustment in the 
postal rates. Our whole desire was to put the facts fairly before you 
so that you might have that additional information. 

Mr. Reams. It is very interesting, and I am sure it brings the matter 
before us, and yet it seems that this is not the place for these organiza- 
tions to expand rather than to decrease the operation. It is not 
through a subsidy of the Post Office Department that Community 
Chest organizations and similar organizations should function. 

Mr. Goopman. As the chairman has pointed out in the case of 
second-class mail it is a rather simple situation because there have 
been formulas worked out which have been found feasible and practical 
through the years. 

The CuHatrmMan. That differential could be handled as it is done 
today. 

Mr. Goopman. That is right. 

The CHarrmMan. But it would be hard to discriminate about the 
use of a postal card between charitable or eleemosynary institutions 
and a commercial concern. 

Mr. Goopman. I do not have the answer to that one in my vest 
pocket, Mr. Chairman. 

The CHarrmMan. Thank you very much, Mr. Goodman. 

Mr. Goopman. Thank you, gentlemen. 

The CuatrMan. Our next witness is Mr. Sanders, legislative 
counsel of the National Grange. 
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STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE 


Mr. Sanpers. Mr. Chairman and members of the committee, the 
National Grange from its beginning 84 years ago has been continuously 
and vitally interested in the postal service. For a rural organization 
this is a natural interest since no other institution has done so much 
to overcome the isolation of the farm, and to bind rural and urban 
people and all parts of the country together, as has the postal system. 
From the inception of the Grange we have been actively interested 
in national legislation and I feel reasonably sure we have done more 
legislative work on the postal system than on any other one subject. 

As early as 1875 our organization was proposing and fighting vigor- 
ously for the establishment of a rural free delivery system to farmers 
as a counterpart to the delivery of mail in cities. Twenty years of 
constant vigorous advocacy of this service to farmers and the Nation 
lapsed be fore we were to realize this hope. These years of fighting 
were characterized by bitterness as typified by the following state- 
ment by Senator Matt Quay, of Pennsylvania, in opposing our stand: 

Delivery of the mail by this Government to the doors of the farmers will 
destroy the rural life of which America is so proud. The center of rural life is 
the country post office, where farmers gather to meet each other when they get 
the mail. All this will be swept away by this socialistic scheme. 

Mr. Mitier. How long ago was that? 

Mr. Sanpers. I do not know when this statement was made, but 
we were fighting for rural free delivery from 1895 to 1905 before we 
got it. 

The Cuairman. Rural free delivery was set up in 1896, was it not? 

Mr. Sanvers. I think so, about that time. 

Also, the National Grange began the fight for the parcel post almost 
two decades before we were successful in obtaining this service for 
farmers. In the early days of our fight for the parcel post, one of 
our good Congressman supporters was led to say in the course of the 
debate that there— 
are just five reasons why we do not have parcel post in this country—the five 
great express companies now handling the business. 

The National Grange has always viewed the postal system as a 
public agency and a great national unifying agency in which vital 
consideration, so far as rural districts are concerned, should be its 
public benefits and services; and that as a consequence commercial 
considerations should not be the overriding factor in postal legislation. 

Incidentally, it is highly significant that the R. F. D. was originally 
called “Rural free delivery” and not ‘rural cost delivery.”’ It is our 
candid judgment that the postal service has drifted far afield from the 
view of its services as a national agency binding the widespread 
territory of the Nation into a unified whole. 

The postal system from its very organization has functioned under 
the impractical and false assumption that every segment of the 
service should pay its share of all costs; and the Congress year after 
year struggles with bills designed to effectuate this false assumption 
with the dismal results that for the 100 years since 1852 the postal 
system has operated with a deficit all years except 13—on an average 
a failure to attain the self-supporting goal 7 years out of each 8. 
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This dismal failure of the Congress to meet the false goal of the 
postal system as a self-financing Government agency is not due to 
lack of honest zealous effort on the part of Congress, or lack of states- 
manship among its members, or to inefficiency in the Post Office 
Department. Tt is due to the fact that most of the services of the 
postal system yield both private and public benefits, and to the fact 
that it is completely illogical and unsound to insist on a complete 
commercialization of the system. 

If the contention that each postal service should be self-supporting 
is valid, there is no reason why the Government of a free-enterprise 
democracy should conduct the postal business. If this contention is 
valid private enterprise should be asked to take over the postal 
business as is the case with railroads, with telephones, and the radio. 
But there is a vast difference; the postal service serves in a far more 
important public-service capacity. In the case of the radio, private 
companies, in recognition of partial publie service, are compelled to 
give free of charge a certain proportion of their broadcasting time to 
general public-service broadcasts. 

Progressively our legislative efforts, I mean the legislative efforts 
of the Grange, on behalf of the postal system as a public-service 
agency have grown less and less effective and satisfactory with the 
passage of time. More and more discouragement, futility, and gen- 
eral dissatisfaction characterize postal legislation in recent years. 
Each year the Congress starts out with the aim of self-financing for 
the postal service, and in nearly every provision it writes into law 
conditions that defeat the self-financing goal. 

This worsening situation we are convinced is due to a conflict of 
ideals for the postal system that pervades every phase of legislation. 
The conflict arises between the commercial and the public-service 
functions of the postal system. The value of the post office as a 
public-service agency is not the value of the aggregate of the items 
of mail handled times the postal charge for these items. Yet this is 
the general assumption on which the postal legislation now before the 
Congress is based—the assumption that has “made nearly all postal 
legislation unsatisfactory. 

‘We believe that order and clarity can be brought into postal legis- 
lation only if a well-defined declaration of purposes is set out, and 
there is a reorientation of all postal legislation in harmony with these 
declared purposes. Up to now the public functions of the postal 
system have emerged in nearly every provision of the acts of Congress, 
and as a consequence Congress has failed to make it self-supporting. 
Each time that the Congress has avoided a self-financing status 
failure to do so has tended to reflect unjustified discredit on the Post 
Office Department in particular, on postal committees, and on the 
Congress in general. Discredit is reflected in the main because the 
purposes and the functions of the postal system have not been set 
forth and have not guided such legislation. Failure to do so these 
many years is, we believe, to the discredit of the Congress. 

A frank clear-cut statement of the purposes of the system and prin- 
ciples on which postal charges should be based, is very much needed 
and, it seems to us, should include the following, and in giving these 
we realize they are not a finished product but simply our suggestion 
= to what the policies and principles to guide the postal service should 

e: 
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(a) The postal service is basically a public function and since this 
is the case the overriding aim should be to expand the service as 
much as practical so long as total benefits to the public and the private 
users of the mails exceed its total public and private costs. 

(6) The public function of the postal system consists in its educa- 
tional, spiritual, and unifying service to the Nation, and the relative 
importance of these values should determine the extent to which 
various services of the postal system shall be supported from public 
sources. 

(c) Costs of purely commercial uses of the mails which yield no 
public service byproducts should not be performed by the postal 
system at a loss but should at least pay for costs, for example, all 
commercial advertisement and advertisements in strictly commercial 
publications sent through the mails should pay their way. 

(d) The goal of the postal service should be the attainment of 
maximum needed services, both public and private; and the propor- 
tion of public and private service should be the criterion of how much 
costs will be charged to the user of specific services and how much 
will be borne by the public treasury. For example the expansion of 
rural free delivery service should be soundly evaluated both in its 
public and private aspects and costs allocated accordingly. To require 
the users of this service to pay every farthing of its costs will doom 
hundreds of thousands of, rural mail patrons to isolation and a greatly 
reduced mail service, and will deprive urban users of the mails of 
this ready contact with remote rural areas. The public benefits of 
adequate service are great here and should be a vital consideration 
in proration of costs between the users and the public. The same is 
true of parcel post to rural patrons for there is no alternative service 
now available, or possible. The present volume of parcel post to 
rural mail patrons could be greatly expanded if the postal authorities 
and Congress were guided by this principle. 

(e) The postal system should not as a rule be used to perform 
services extraneous to the purposes and necessities of the postal 
system; and if public policies require such services of the postal 
system the costs of these services should be covered by appropriations 
clearly specifying their purpose; for example, a subsidy to the air 
industry or the railroads over and above an equitable cost of carriage 
of the mail by these transportation agencies. 

(f) Since the first-class mail is the basic and indispensable portion 
of the postal service it should carry a relatively larger portion of over- 
head than supplementary parts of the mail such as the parcel post 
and most of the special services. Only by so doing can maximum 
needed postal service be given. This is a sound business principle 
that should govern the allocation of overhead between the basic and 
supplementary enterprises of all private or public business. 

(g) The confidential or nonconfidential nature of a piece of mail 
should not determine the postal charge for an item of mail, except 
where such confidential nature actually requires additional services, 
such as for example registered mails. This principle would require 
that post cards and unsealed third-class matter pay first-class rates 
unless they can be justified as supplemental mails and as such are 
entitled to a smaller charge of overhead costs. Such mail would then 
be allowed to go as sealed mail. 
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(h) If a class of mail is a justified part of the mail system, rates for 
it should not be set with the objective of preventing injury to a private 
enterprise that is partly in competition to the mails or is being helped 
by the mails, for example, a higher parcel post rate than would other- 
wise be necessary in order to save business for a private express 
agency, or a rail mail carriage payment higher than an equally service- 
able carriage by trucks or busses in order to prevent the abandonment 
of a branch rail line. If public policy demands a violation of this, 
appropriations for such should be made and clearly so earmarked. 

}) There should be no difference or discrimination in rates for the 
same classes of subject matter or material sent through the mails; 
for example the same rate should be charged for printed matter of an 
acceptable educational nature either for books, magazines, or other 
printed material that serve an educational purpose. 

(j) Nonprofit, religious, charitable, fraternal, educational, coopera- 
tive, and so forth, public ations have ‘public service as a predominant 
aim and should receive much lower postal charges than commercial 
publications, but the advertisement portions of such publications 
should pay rates comparable to commercial publications. 

We do not present this statement as a complete or finished declara- 
tion of purposes and principles on which postal policies should be 
based. It is presented to indicate the need of and the service such a 
declaration can serve. We would like to see such a declaration made 
a part of the bill recommended out of this committee. 

Despite this declaration of public support for the postal service we 
do not wish to minimize the importance of reducing the postal deficit 
toaminimum. We favor postal rates commensurate with the value of 
service rendered to the user, provided these rates are not so high that 
the volume of service will be reduced below the point of public interest. 

The economic, educational, religious, fraternal, social, and political 
life of the Nation is greatly benefited by widespread postal service, 
and especial!y is this the case with country districts where there is no 
alternative service for an impaired mail service. 

Farm and rural people need a maximum personal contact that only 
the first-class letter can give; they need the maximum of agricultural, 
cooperative, fraternal, and religious service that second-class periodi- 
cals help to supply; they certainly need the daily news service from 
the cosmopolitan centers that the printed page gives, there is no 
possibility of getting this except by rural free delivery; and, finally, 
they need the service that the daily mail route supplies through the 
parcel-post service which is the means of bringing to the isolated farm 
community the ability to buy the many articles of merchandise dis- 
played in the most up-to-date department stores of urban centers. 
But these services to rural people are not services to them alone—in 
serving farmers they are services to city people just as truly as they are 
to farmers even if this service to the city is indirect. Also these ser- 
vices to rural areas are just as truly services to national unity and 
strength as they are direct services to farm people. 

We believe that it is essentially just as reasonable to overload 
farmers with the cost of the 1,428,000 miles of highways on which 
rural free delivery routes are located, as to ask them to pay entirely 
for all mail services on these roads. Likewise it is as reasonable to 
ask rural people to pay entirely for all of the services of the Depart- 
ment of Agriculture to farmers as to ask farmers to pay in full for each 
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and every service rendered by the postal service. Even as the work of 
the Department of Agriculture has brought widespread benefits to the 
entire Nation in the form of much better and cheaper food, so also the 
postal service to rural people has brought benefits to the city as well 
as the rural areas. 

To turn more specifically to the provisions of the bill now before the 
committee on the basis of item (f) of our declaration given above that 
first-class mail is the basic or indispensable portion of the mail, we 
believe that first-class mail should have a disproportionate part of 
overhead costs charged to it and, therefore, that rates can legitimately 
be raised above those of the present for this class of mail. This is the 
universal class of mail and we believe that reasonable increases in its 
rates will in the long run not greatly affect volume. 

We, therefore, would agree that rates on post cards should be 
increased to 2 cents since the cost of handling the post card is claimed 
by postal authorities to be almost as much as handling a first-class 
letter. Other than bringing increased volume of mail through picture 
postals we can see little tosupport the post card as a part of the mail 
system except a lower postage to the user; and if costs are as high as a 
first-class letter, lower postage cannot be used to justify it. 

We would therefore favor raising post card rates to 2 cents and first 
class to 4 cents. If there were no reduction in volume as a result of 
the raise of 1 cent per post card or first-class letter, total revenues 
would be increased by around $200 to $250 million, or around 55 to 
65 percent of the $361 million of the deficit that the Postmaster Gen- 
eral says is chargeable to mail users. 

So far as we can interpret the method the postal authorities use in 
prorating costs for first-class mail, it pays only a proportionate part 
of the labor, space in buildings, transportation costs, and so forth, 
used in handling this mail. Yet if all supplementary mail services 
were abandoned and we continued only the basic first-class service, 
costs could not be reduced anything like the costs now charged to 
supplementary mail. If we are right in our interpretation of costs 
charges to first-class mails, it is not now bearing anything like its 
justified share of the overhead costs of the mails. 

In private business supplemental services are added to a basic enter- 
prise when operating costs are less than income from the supplemental 
enterprise without a proportionate charge for overhead. This means 
a net gain to the entire business even though a proportionate charge 
of overhead may indicate the supplementary enterprise is run at a 
loss. We believe that a larger proportion of overhead charged to 
first-class mails and a 1-cent increase in postage would be the most 
effective and the least damaging way current deficits could be reduced. 
Furthermore since first-class mails are the universally used parts of 
the mails the burden would thus be most widely distributed. 

If postal rates in general are to be raised we can see no logic to no 
raise whatever for the free-in-county circulation, which service is as 
far away as it is possible to get from the presently declared policy of 
making the postal service self-supporting. 

Probably the most flagrant violation of national welfare postal 
interests in the proposed raises contained in the bill now before the 
committee is that proposed for second-class nonprofit, religious, educa- 
tional, charitable and fraternal publications. No material that goes 
into the mail represents the public service viewpoint more than these 
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papers. Yet it is proposed to raise them exactly in the same propor- 
tion as strictly commercial publications are raised. This should not 
be done, and we trust the committee will correct this error. 

This proposal, we think, is entirely indefensable. Some of these 
papers have very slender financial support, carry very little advertise- 
ment and doubtless will have to suspend publication with the first 
year’s proposed 50 percent increase in mailing cost, to say nothing 
of the two 25 percent annual increases to follow. The National 
Grange monthly has cost the Grange considerably more than its 
returns every year for several years. Where these papers carry as 
much or more than 50 percent of their space as paid advertisement, 
however, it seems that differential increases in postal rates could 
he charged. 

Postmaster General Donaldson has said the penny post card is the 
best bargain in the postal system. This may be true, but judging 
from the enormous bulk of circular material that goes through the 
third-class mails, 70 percent of which is mailed at a bulk minimum rate 
of 1 cent per piece and all of it is mailed at an average revenue for all 
pieces of 1.5 cents, one must conclude that this mail is a very close 
second mail bargain with the post-card bargain. The average 
piece of third-class mail weighed around six times as much as the 
average post card, was often an awkward shape and size, and the 
average haul was 705 miles compared with 483 for first-class mail. 
Yet on an average this mail was handled per piece at only one-half 
cent more than the post card. 

We believe that the request of the Postmaster General for a raise 
of the minimum charge from 1 to 2 cents per piece for third-class 
mail, especially circulars, is justified. 

We believe the provision of the act of 1925 and the provision of 
Public Law No. 843 of 1950 requiring the Postmaster General to 
request permission of the Interstate Commerce Commission to raise 
fourth-class mail rates is unsound, inequitable, is wholely unjustified 
and is primarily in the interest of the express companies which 
evidently are highly favorable to it. In this connection we are re- 
minded of the quote we gave you previously that in the early days of 
our advocacy of the parcel post that the five reasons why it was then 
opposed were the five express companies. 

We recognize that the Postmaster General has not included fourth- 
class requests in the bill now before the committee because he hopes 
to get very heavy raises through the decision of the Interstate Com- 
merce Commission. 

To expect the ICC to estimate the cost of fourth-class mails when 
95 percent are joint costs with all other parts of the mail, is an absurd 
responsibility unless the Congress is willing to turn the whole job of 
determination of postal rates over to the ICC. To do this would be 
a plain transfer of the responsibility of the Congress, and it is cer- 
tainly far more undesirable to turn even a a of the responsibility 
of postal-rate determination over to the ICC. 

Caviaady the ICC is not equipped to investigate thoroughly the 


entire complicated cost system of the postal service, and must rely 
on facts presented by the Post Office Department. This hearing was 
held before one Commissioner, who certainly has little or no abiding 
interest in the postal system. Any member of the Post Office Com- 
mittee of the House or the Senate certainly has far more interest and 
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knowledge of the postal system and service than any ICC Commis- 
sioner; and we cannot see any logical reason for asking that body to 
pass on justified rates for fourth-class mail except that it does shift 
the responsibility away from the Congress where it belongs. Espe- 
cially do we consider this shift entirely ill-advised when it is consid- 
ered how impossible it is to calculate a fair overhead charge for fourth- 
class mail without intimate detailed knowledge of the proper amount 
of overhead to be charged to the many other parts of the mails. 

We, therefore, earnestly trust that your committee will repeal the 
provisions of the law of 1925 and of Public Law No. 843 approved 
September 27, 1950, requiring the Postmaster General to request 
permission of the ICC to raise rates on fourth-class mail sufficiently 
to pay costs of this mail. 

We believe rates on fourth-class mail should not be raised since it is 
especially of great service to agriculture, since too much overhead has 
been charged to it, and since it has not been given credit for generating 
a lot of first-class mail. In charging overhead to it the Post Office 
Department has never taken into account that it is a delayed service 
mail and that it has a great deal of public service value. 

In closing we would like to express complete agreement with state- 
ments which the newspaper reported to have been made by Post- 
master General Donaldson in his testimony before your committee— 
I think it was the Senate committee and not your committee—to the 
effect that the Congress should do one of two things to clarify and 
systematize postal policies—Congress should either declare a policy of 
complete self-financing for the postal service and courageously repeal all 
legal provisions subsidizing parts of the mail, or it should declare a 
policy of public support of portions of the mail, and to the extent 
necessary to best serve the public interest. 

Unless one of these alternatives is done we can see no hope of ever 
bringing sanity to the support of the postal service. Until this is 
done, we believe the Congress will continue to legislate on postal 
matters on the false assumption that the system should be self- 
supporting and incorporate provision after provision in the postal 
laws contradicting the assumption. 

The CuarrMan. Any questions, Mr. Lesinski? 

Mr. Lesinski. Fourth-class mail is packages, is it not? 

Mr. Sanpers. I| think all of it is; yes, sir. 

Mr. Lesinsk1. In your tesimony you claim that practically all 
classes pay for themselves, including fourth-class mail? 

Mr. Sanpvers. I am not sure I get your question. 

Mr. Lestnsk1. Fourth-class mail pays for itself up to a point? 

Mr. Sanvers. We think that under a proper accounting system it 
would be shown that the fourth-class has paid for itself most of the 
last several years. 

Mr. Lesinsk1. I was inclined to go along with your statement 
until you got to that point. I had occasion to visit the post offices in 
Detroit, and that is one of the biggest problems right there, because 
the post office floor space, which was originally designed for a certain 
number of people, your biggest amount of floor space is now being 
utilized by this mail. I am not in favor of the express companies 
making more money, but I am trying to clarify this, and I think the 
post office has too big a bulk. think this is one of the places in 
the Post Office Department today that is being abused, the fourth- 
class mail, to a large extent. 
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Mr. Sanpers. Mr. Lesinski, I have not studied it from that stand- 
point, but I do think that the space charged against the mails is 
relatively small, especially in the post offices. Now if that space- 
crowding prevails all through the mail system, sometimes it is burden- 
some to the rural mail carrier to carry parcel post around Christmas. 
time and times like that. 

Mr. Lesinskr. I am talking about all year around. 

Mr. Sanpvers. I really believe that the charge from the standpoint 
of space is relatively small against the fourth class, and therefore would 
not invalidate the cost conclusions that I just gave you. 

Mr. Lesinskt. I was at the annex at Detroit, and they actually do 
not have sufficient space to keep fourth-class mail. It was not at 
Christmastime; it was last week, and the place was jammed with 
packages. 

Mr. Sanpers. I see no reason then why the fourth class could not 
be kept in a less expensive quarters than the regular post office. 
There may be an efficient way of handling it which they have not 
utilized. 

Mr. Lesinskr. It is still postal material. 

Mr. Sanpers. | know, but there is no reason why you should use 
the very highest-priced floor space to handle it in bulk. Certainly 
the railroads do not do it; they put their bulk stuff in a depot that is 
not heated. I do not believe the space problem is that big, although 
it may be in Detroit. 

Mr. Lesinski. That may be true. 

Mr. Sanpvers. I believe you could not draw your conclusions from 
the Detroit situation. 

Mr. Lestnsk1. I will agree with you there, because that is only one 
town, but I know this particular spot is being abused a lot because 
Detroit has a manufacturing center there, and they distribute through- 
out the country. But I think on the fourth-class mail you are wrong 
in your conclusion. 

Mr. Burnsipe. Will the gentleman yield? 

Mr. Lestnski. Yes. 

Mr. Burnsipe. The railroads are going up on the fourth-class mail 
and are requiring new space for them. ‘That will extend the cost on 
fourth class, and I would like to ask our chairman, is that correct, 
Mr. Murray? 

The Cuarrman. Increased express rates? 

Mr. Burnsipe. Are they going up in their rates? 

The Cuarrman. All class of mail. That case is before the Inter- 
state Commerce Commission, and they reached a compromise. 

Mr. Burxsipe. The cost was how much? 

The CuatrmMan. $300,000,000. 

Mr. Burnsipe. $300,000,000 for storage. 

The CuHairman. The rates for this year have not been fixed; the 
hearing has not been terminated. There will be an increase, I am 
certain. 

Mr. Sanpers. If their increase in cost is legitimate then we should 
take away some of the subsidy we are giving them otherwise 

Mr. Miuver. I would say, Mr. Sanders, that in most big post offices 
that takes place. Chicago in the uptown post office, they handle tran- 
sient postal services, and it is not the one where the great bulk of parcel 
post is handled, because that is handled in the office along the river. 
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Mr. Sanpers. Sound business would dictate that it should be 
handled that way. 

Mr. Mituer. At San Francisco they handle the great bulk of it 
down on the Embarcadero—near the railroad tracks. The same thing 
is true in New York; most of it is handled at rail. At the transfer 
points, they try to acquire space near rail so they carry out all of those. 

Mr. Sanpers. If we were to raise parcel post comparable to express 
rates we would, I think, greatly reduce the services, especially to 
country people, and it would be a fatal mistake to do that. 

Mr. Mixer. | am very glad that you come out with the statement 
that a definition should be made of the policy of the Post Office De- 
partment. One of the things that has long struck me is that coming 
before this committee are men representing industries that do a billion 
dollars worth of business a year, and I am thinking of first-class 
mail through the medium of the mails, newspapers and others, and 
they all argue about the irrelevant things, and talk about the policy 
of the Government with respect to the postal service. That policy is 
not set forth. 

Mr. Sanpers. No, sir. 

Mr. Mitver. Only in this rate thing. It is a historic thing, but 
it is not fiat or law. If we are going to give these things and set up 
subsidies I think that is all right, but we do not have that respon- 
sibility, nor has the postmaster the responsibility for giving these 
things. Congress has said and made its policy very definitely in the 
case of fourth class that you are arguing about that it shall pay its 
way. We have no alternative until that is changed. 

Now I am hopeful that more people like yourself would come be- 
fore the committee this time and plead. 

Mr. Sanpers. We would hope that you as a Congressman would 
realize that you are the only one that can correct that, we think, false 
assumption. 

Mr. Mitter. That is true, but we could perhaps correct it, neverthe- 
less, I think it will take on a ground swell back home. Sometimes the 
backfires are lit, as was indicated this morning, through the medium 
of a press association that stood here. Why not come in and make 
a definition of just what constitutes public service and what amount 
of money should be chargeable to that, and we could get away from 
all this. You through the medium of the Grange have started a 
great many of these ground swells. 

Mr. Sanvers. Thank you, sir. 

Mr. Lesinskr. Mr. Sanders, I understand that the express company 
before the Interstate Commerce Commission has to raise the minimum 
charge, which is a dollar to 2 dollars. In other words, they are going 
to charge more for express? 

Mr. errant Yes. 

Mr. Lestnsk1. I am not arguing the fact that we should take it 
out of the Post Office because it should pay for itself reasonably. I 
think the Post Office Department does a marvelous job in handling 
this, and they are overburdened with this package mail. 

Mr. Sanpers. I say, Mr. Lesinski, that I think the Post Office 
Department has probably been abused and maybe unjustly abused as 
any department of the Government because they certainly are between 
the devil and the deep blue sea in this proposition. Whether they are 
as efficient as they ought to be I certainly would not pretend to say. 
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I do not suppose any Government agency is as efficient as it ought to 
be or any agency, even a farm organization is not as efficient as it 
might be. 

he CuarrMAN. There is always room for improvement. 

Mr. Lesinskr. Always. 

Mr. Sanvers. But I do sympathize with the Post Office’s position, 
which is a very difficult position because you tell them that you have 
to be self-financing, and you have to come in here with a budget 
which indicates that you are self-financing, and then you take the 
power of being self-financing away from them. Then their labor costs 
and transportation costs, which are 95 percent of their total cost, 
they do not have anything to do with that, and you tell them that they 
are inefficient. 

Mr. Reams. That is what I want to say, Mr. Sanders. I am very 
appreciative of your statement. That part of it which is a smaller 
part of it I am not ready to agree with yet, but I will take it home and 
read it. You give an excellent reason, and it is most constructive and 
helpful. 


Mr. Sanpers. Thank you. 
The CuarrmMan. I do not believe I will go along with your recom- 


mendation that we increase first-class mail from 3 cents to 4 cents. 
That class of mail is self-supporting, and it is already bearing far 
more than its fair share. You take a pound of first-class mail, it is 
48 cents, 3 cents an ounce. Yet for a newspaper or magazine that is 
sent to zone | or zone 2, as far as 300 miles, it goes for a cent and a half. 
Within the county it will go for three. 

Mr. Sanpers. I think I would agree with you about your last 
statement in regard to the cent and a half, and that that is not reason- 
able, but I certainly cannot agree with the other part. If you took 
off every supplemental part of the mail, just discontinued it because 
it is not self-sufficient, the first-class mail would have to bear a tre- 
mendous burden of overhead in order to keep it going; it would have 
to carry a much higher amount of the overhead than it is charged. 

The CuarrMan. Mr. Sanders, the representatives of the publica- 
tions and so forth have come to me with this proposition to increase 
the first-class mail to 4 cents and leave the second- and third- and 
fourth-class mail alone. They are hopeful that if they ever get first- 
class mail increased that it will negative the idea of any increase in 
the second, third, and fourth class. 

Mr. Karsten. That would be robbing Peter to pay Paul, would 
it not, Mr. Chairman? 

Mr. Sanpers. I do not know which one is more fundamental in 
Christianity. I think Paul is. You just cannot get around it in all 
business concerns. The overhead is not charged to supplemental 
enterprises as heavily as it is to the major enterprise. The supple- 
mentary enterprise is carried if the revenue is more than the operating 
cost, and the overhead is not greatly increased. They keep adding 
supplementary enterprises as long as they make money. I think 
that is one mistake we are making in the mails. 

Mr. Miter. | think you have something there, but I wonder, 
Mr. Sanders, if you can answer this question: What proportion of 
carloadings are not first class? Perhaps Mr. Bouton could give us 
the answer to that? 

Mr. Bouton. I would not know. 
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The CuarrmMan. The total weight of mail, first-class, is a little over 
5 percent, and the rest of it is 95 percent. 

Mr. Miuuer. There is where some of your supplemental services 
are involved. You want to make sure in your argument that the 
= - not gotten away from the dog; that you have not misspelled 

aul. 

Let me give you something to think about, will you, and then you 
weight it up with regard to those five arguments that you used 
against parcel post. am reading section 92.17 of the Postal Laws 
and Regulations: 

Transportation of non-first-class mail.—(a) At rates not exceeding those paid by 
express. The Postmaster General shall, from time to time, request information 
from the Interstate Commerce Commission as to the revenue received by the 
railroad companies from express companies for services rendered in the transpore 
tation of express matter, and may, in his discretion, arrange for the transportation 
of mail matter other than first class at rates not exceeding those so ascertained and 
reporiea to him, and it shall be the duty of the railroad companies to carry such 
mail matter at such rates fixed by the Postmaster General. 

If the railroad rates on express go up, we can tie the rates on non- 
first-class mail, too. Who would be the gainer in revenue? 

Mr. Sanpers. Well, of course the railroads would be the gainer. 

Mr. Mituier. Think that over a little tonight and see the implica- 
tions that follow. 

Mr. Sanpers. We have realized that a great deal in trying to go 
before the Interstate Commerce Commission in increased rates for 
agricultural commodities because what does the Interstate Commerce 
Commission do? The labor is charged to the railroads from some 
other agencies and some other charges thrown on them from some other 
agency, and we have to meet the bill. 

Mr. Miuuer. We get parcel-post rates up and railroad rates will 
come up, and where do you think it will go? Where do you think 
some of the ground swell will develop to reduce the parcel-post pack- 
ages? 

The CHarrMan. Mr. Burnside? 

Mr. Burnsipr. Two things I wanted to ask you. Would you have 
any objection in raising the circular mail from 1% to 2%? Many of 
the farmers tell me that they do not care for circular mail, and that 
they are not bearing, even at 2 cents it will not bear, its cost. Would 
you object to raising it to 24? 

Mr. Sanpers. I do not know why you are going to raise it a quarter 
above 2 cents. 

Mr. Burnsipe. I am thinking of some of the costs. 

Mr. Sanpers. I do not see a great deal of justification for a lot of 
third-class mail that I get. I have gotten, I think it was, three 
stuffed envelopes that weighed undoubtedly five or six times as much 
as a post card in 1 day from the same magazine company. How in 
the world that happened I do not know. They must have picked my 
name off the same mailing list or classified me one way in one mailing 
list and classified in another way on another list. I just do not know 
how they got it. 

Mr. Burnsipe. I wanted to say that I have hundreds and hundreds 
of objections as I have gone around over the State to the rate on third- 
class circulars. People object to it, and they think it ought to bear 
the cost because it is out-and-out advertising, and the United States 
is making that available to advertising. 
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Mr. Sanpers. I do not want to leave the impression that I do not 
feel advertising is not a great part of our economy. It is just as truly 
a part of our economy as anything else, but I do think that probably 
advertising does not have sufficient public service in it to cause us to 
subsidize it as heavily as we are subsidizing it, and I believe that is 
true with the big national magazines. I recall a couple of years ago, 
I believe it was, before one of the committees I brought in an adver- 
tisement by one of the major national magazines in which this adver- 
tisement said that this so-and-so paper carries the greatest amount of 
advertising that any paper in the history of the world has ever carried, 
and then it told how much money it was. It was a tremendous 
amount of money. 

Mr. Burnsipe. Just one other thing that is worrying us, and I am 
wondering whether you have had a chance or the time to give it con- 
sideration. I think you have given a forthright statement here, 
whether we agree completely with you or not. I agree with quite a 
bit of it. I still question, as the chairman does, the 4-cent first-class, 

This thing is worrying me. Taking the census report and looking it 
over as I have recently I find that many of the cities, a vast number of 
the cities, have not increased in population, but surrounding areas to 
the cities have increased vastly. If we go into the service of delivering 
newspapers or magazines going out into that surrounding area, we are 
not carrying out the function that we started on rural free delivery. 
You have made a strong point and a good point in regard to delivery in 
far outlying areas, and I know the background of our legislation there. 
But there are many people who are moving a slight distance out of the 
cities and going to their homes in cars. In other words, they are 
bringing a heavier and heavier burden on the post office. I was 
wondering if you had thought of that or given it any thought. They 
are not farmers, they are just moving to outlying areas where they can 
travel 25 or 30 miles into the city or even 15 miles and that is bringing 
quite a burden on the post office. 

Mr. Sanpers. I would not have any idea as to what the best solu- 
tion of that is. I think it would call for a very careful study by the 
Post Office Department, which probably they do not have the money 
to make. They ought to have some money to study more carefully 
their business, | think. I think it would pay us well to do it. 

Mr. Burnsipe. For instance, one of the clerks said to me recently 
that we are getting bundles in 300- or 400-pound lots to carry to the 
outlying areas. The Post Office Departmevt has found it necessary 
to hire extra boxcars at a higher rate. They have to go out and pay 
this higher rate we talked about a few moments ago. 

Mr. Reams. Will the gentleman yield? 

Mr. Burnsipe. Yes. 

Mr. Reams. That raises a question that I thought of this morning, 
and I suppose it has occurred to other members of the committee 
before. When the R. F. D. was established I think it was on the 
theory that the farmer, although it might cost a great deal to take 
something way out to him out in the country that was not compen- 
sated for by the postage, nevertheless he was producing something 
that the Nation needed, the people needed, as food. Now in a good 
many counties just as has been brought out here by the gentleman, the 
R. F. D. is not primarily for the farmer, most of the R. F. D. boxes are 
by people who work in the plants in the city. Does that change the 
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aspect of the thing any at all in the respect that those people are not 
food producers? 

Mr. Sanpers. Originally I suppose our organization had as much 
as any One organization to do with establishing the R. F. D. and the 
parcel post. I say that in all humility and not in a bragging way. 
It seems to me that the concept is broader than just simply servicing 
the farmers. If you have people move out to these districts, and we 
are doing that more and more, you still need that unifying force that 
the mail can give us, and just simply because they do not happen to 
be producers of food, in the first place, we are disappointed in the 
parcel post and the R. F. D. We thought when we advocated it 
that farmers could sell eggs and vegetables and things like that, 
but we found that back-haul was not nearly as great as the out- 
haul because it is not possible to market the farm products in the 
modern economy in that way and should not be, probably. So actually 
the service of the R. F. D. and the fourth-class out in the outlying 
districts is an expansion of the city market; that is what it is. It 
is good for the city, and it is good for the country. Insofar as it serves 
the city there should be some public recognition of it, it seems to me, 
insofar as it serves as a great binding force, and I believe it does. 

Mr. Reams. You take the broader and better viewpoint that there 
should be no distinction as to what a man does on the R. F. D.? 

Mr. Sanpers. I think so. 

Mr. Reams. As to the service he gets, either collectively or 
individually? 

Mr. Sanpers. I think so. 

May I raise a point, Mr. Chairman, about the post card that you 
asked of a previous witness? 

The Cuarrman. Very well. 

Mr. Sanpers. It seems to me that it would be entirely possible to 
separate the public aspects of the use of the post card from the com- 
mercial aspects of it by simply requiring an organization that wanted 
to qualify to use it to meet certain rules and regulations that the 
post office laid down, and he would be entitled to the l-cent rate. I 
may be wrong in that, but that does not seem to be so insurmountable. 

The CHarrMan. What do you think about reducing the weight and 
size of parcel post packages? Of course, today the post office is not 
only in the express business but also in the freight business because 
the maximum weight of 70 pounds and 100 inches in girth brings that 
about. Of course, I know the Department wants to keep that 
maximum weight of 70 pounds and the 100 inches in girth. But 
that is one thing that is causing so much trouble in the Post Office 
Department, lack of facilities for storing and having terminal facili- 
ties for these heavy shipments. It is not the farmers who are making 
these large shipments of 60 or 70 pounds, it is the wholesale mer- 
chants who are sending supplies to the retail merchants. 

Mr. Sanpers. That is a problem. 

The Cuarrman. I believe when we started out the parcel post the 
maximum weight was only about 11 pounds; is that right? 

Mr. Beien. That is right. 

Mr. Bouton. It was first 4 pounds and then went up to 11. 

The CHAIRMAN. Now it is up to 70 pounds. 

Mr. Sanpers. The main reason for that was the express companies, 
however. There was not any logic to it except the five reasons I gave 
a while ago. They would like to keep it down to 2 pounds. 
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The CHarrmMan. The express rates are far out of line with the 
parcel-post rates. 

Mr. Sanpers. The express companies just cannot serve the 
country districts. 

The Cuarrman. What bothers me is the tremendous strain put on 
the Post Office Department on account of transportation and delivery 
of these large parcel-post shipments. 

Mr. Sanpers. To city patrons? 

The CuarrMan. City to city. 

Mr. Sanpers. Well, there is a substitute there. There is no sub- 
stitute service for the country people for the parcel post, you just 
cannot do it. ‘The express companies, I think 2 or 3 years ago someone 
presented—it was in your State, I believe, Mr. Chairman—showing 
that 70 percent of the post offices in your State did not have express 
offices. If you tried to substitute the express 70 percent of your small 
towns would be out of business. There just is no substitute for 
R. F. D. for outlying districts. 

The CuarrMan. How do the farmers get packages over 70 pounds? 

Mr. Sanpers. They just have to go to town somewhere where 
there is an express company. I suppose over 70 pounds it is justified 
that they do that. I suspect that there is a limit to what mail 
demand can carry. But you certainly can set the limits as to be so 
low that it will destroy a great deal of the justified service to the out- 
lying districts, and it is a dangerous proposition. I realize that in 
your complaints you have one of the most complicated problems that 
any of the committees of the Congress have to deal with because 
nearly everything you try to do you get into trouble with. 

The CHatrMan. Are there any other questions? 

Mr. Mituer. You are an understanding man. 

Mr. Sanpers. If there is anything I can say, I have sympathy for 
you gentlemen in the problem you have. 

The CHarrman. On behalf of the committee I wish to express our 
appreciation for your splendid cooperation. Your statement was 
excellently prepared and shows much study and deliberation and is of 
much benefit to the committee. In fact, I believe you have presented 
the best-informed statement on the subject of any witness that has 
been here. 

Mr. Sanpers. Mr. Chairman, that is quite a broad statement. 

Mr. Mitier. Even though we may not agree with all your con- 
clusions it is a pleasure to hear them and to receive something con- 
structive. 

The CHarrMan. Thank you, Mr. Sanders. 

Mr. Sanpers. Thank you, gentlemen. 

The CuarrMan. We have a statement here from Mr. George D, 
Riley, national legislative committee, American Federation of Labor. 
Mr. Riley was here this morning and was unable to come back this 
afternoon, and he requested that this statement be substituted in lieu 
of his oral testimony, so it will be put in the record at this point. 

(The statement is as follows:) 





POSTAL RATE REVISION 481 


STATEMENT OF GeorceE D. Ri_tey, MemBerR, NATIONAL LEGISLATIVE COMMITTEE, 
AMERICAN FEDERATION OF LABOR, ON SECOND-cLASS PosTaL Rares, H. R. 
2982, SecTION 2 


The interest of the American Federation of Labor in this bill is directed at the 
provisions contained in section 2, having to do with rates governing the mailing 
of second-class matter. I am here in opposition to the increase in second-class 
rates. 

Mainly, our objections are for the following stated reasons: 

1. There are those who maintain there is no postal deficit as such, provided 
credits are placed in proper focus and the generosities of the ICC and the CAB 
in granting mail pay are properly charged to the services the respective transpor- 
tation lines perform. And provided all other charges or failure to charge are 
made cost items against the proper sources. 

2. The Post Office Department has invited greater second-class mail volume in 
the past, thereby tending to disprove that carrying newspapers and magazines 
is the losing venture some would have us believe. 

3. The Post Office Department, according to its own official statements, 
stands to price its services out of the market through increased charges. 

4. Profits have been made in at least 18 years of postal operations, thereby 
indicating that unless these were ‘‘fluke’”’ years, the Department can modernize 
its methods and perform successfully in other years. 

5. The Department’s declared intention of avoiding all attempts from outside 
the service to bring about improvements in methods and services likewise has 
built a “‘Chinese wall’ against new ideas within the service. 

6. There has been practically no attempt at any time to “sell” the postal 
services to prospective patrons who continue in ignorance of just what the Post 
Office Department has to offer, and thereby increase revenues. Some popular 
services are being abolished because they do not fit in with the convenience of 
the Department. 

7. The Department repeatedly blames its own employees and the salaries they 
are paid for the so-called deficit instead of looking to its own potential capacities 
to prove its own ability to perform more effectively. 

8. Regardless of what rates are charged neither the Department nor the Presi- 
dent promises the slightest improvement in or restoration of service to the public. 
Such is the position the world’s largest monopoly assumes with impunity. 

9. This bill does not propose materially to disturb the present free-within- 
county distribution. Yet, any losses incurred from this source appear to be 
charged against the general receipts from second-class matter of whatever 
description. 

10. Thirty-nine thousand post offices operate at a distinct loss, with only 2,000 
offices meeting expenses. It, therefore, is untenable to charge second-class traffic 
costs, or any other class costs, which are responsible for the Department’s failure 
to keep out of the red when the 39,000 offices are designed to give service to patrons 
without regard to other factors. 

11. Failure to raise rates does not mean the Government will not otherwise get 
the money in the form of taxes from second-class sources. In fact, the Govern- 
ment doubtless will collect more in direct taxes. This is because the corporate 
tax will be at a rate higher than an amount spent from operating expenses, before 
taxes, for increased second-class services. 

12. Raising second-class rates at this time when the Nation faces new uncer- 
tainties is to invite serious dislocations in the printing and allied industries in 
every region of the United States. 

13. Although the Hoover Commission mentioned postal rates, it also referred 
to “certain postal rates’’ which are not primarily to provide postal income, ‘‘but 
as an element of public policy in the dissemination of information and in the pro- 
vision of services not otherwise obtainable by the people.’’ The Commission, so 
far as I can learn, specified no recommendations in this field. Significantly, the 
Commission spent its greatest energies urging reforms in methods and procedures 
in the postal system in order to make its operations far more effective. 

Rates still cannot be weighed upon their merits unless the underbrush of con- 
fusion and ineptness is cleared away and the atmosphere is rid of the overhanging 
clouds. 
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To discuss “‘deficits’’ seems to invite discussion of subsidies. And as I see it, 
much of the field of subsidies is outside the reach of this committee. Retroactive 
mail pay to the common carriers cannot possibly be stvled anything short of sub- 
sidies, in my opinion. The Congress certainly does not pay salaries on that basis. 

It was in recent years that postage charges were assumed to be, not a matter 
of helping to pay the cost of postal operation, but were declared to be a matter 
of taxation. At least this was true at the time the Congress passed the Revenue 
Act of 1943, effective March 26, 1944, thereby increasing postage rates. But even 
as a wartime measure, I do not find that second-class rates were revised upward. 


BUSINESSMEN PRODUCED SURPLUSES 


Postmaster Generals James A. Farley and Frank C. Walker, and others, reported 
surpluses from earnings on various occasions. But the record shows nowhere that 
they entered into any agreements to increase mail pay to the railroads for a 3-year 
period preceding the agreement and for an amount as great as $312 million. Such 
is the difference in views between men with business abilities as contrasted to 
others often referred to as ‘‘career men.” 

Whereas, Messrs. Farley and Walker managed to show up in ‘‘the black,” here 
is how the Post Office Department on November 1, 1950, billboarded the retroac- 
tive deal to which it consented, and which has contributed so materially to the 
so-called deficit: 

“An oecasion of great importance was the signing on October 11, of a stipula- 
tion which would reconcile several areas of difference in the case before the Inter- 
state Commerce Commission resulting from a petition by the country’s railroads 
for an increased rate for mail transportation. * * * Chief points of the agree- 
ment, which must still be approved by the ICC, are elimination of the round-trip 
provision for mail transportation and payment of several million to the roads 
above their basic compensation for the period beginning with the rate of the rail- 
roads’ petition for an increase in February 1947, and ending December 31, 1950.” 

That reference to “elimination of the round-trip provision for mail transporta- 
tion” might well be the subject of a special examination, but there again that 
seems to be a matter which belongs before some other committee of the Congress, 

I have the word of Editor C. M. Stanley of the Montgomery (Ala.) Adver- 
tiser on what is happening to delivery of second-class matter at the same time 
the Post Office Department is entering into a stipulation with the railroads on 
mail pay. Here is what he says: 

“If the weekly newspapers of the rest of the United States are getting the 
same raw deal from postal economies as the weeklies of Alabama are receiving, 
the political powers should soon be hearing about it. * * * It is not suffi- 
cient to tell weekly newspaper publishers that they enjoy second- or third-class 
rates and therefore can expect only second- or third-class service. 

“One of the most stupid mistakes of this administration of many mistakes is 
its economy in money to distribute the mails promptly. It smacks of censorship 
and looks as though there are people in the administration who do not want 
the public to find out without delay what is going on.” 


RESENTMENT AMONG R., F, D. READERS 


In addition to the above remarks on the Alabama situation, the Editor and 
Publisher, the voice of the newspaper world, says: 

“A growing resentment among R. F. D. subscribers is noted in their conver- 
sation. They want something done about it. Some groups are talking about 
taking it up with their Congressmen.” 

Recently the House of Representatives passed H. R. 9184, a bill to unscramble 
subsidies from air-mail pay. The bill got stuck in the Senate in the final days 
of the Eighty-first Congress. It is apparent from its action that the House 
has agreed that subsidies should pull apart from the deficit picture in order to 
have a clear and unastigmatized look at the entire postal affairs. I am sure that 
the memory of the debate on the subject of air-mail subsidies is too fresh in your 
minds to recall it in detail at this juncture. 

I do seem to remember that your committee did recommend in the Kightieth 
Congress that air-mail subsidies be separated from pay for hauling air mail. 
And I remember the President in his 1950 budget remarked upon the need for 
taking such action. Yet, the situation is as it was and subsidies provide weight 
to “deficits’’ and ‘‘deficits’”’ are why we are talking about raising second-class 
rates, 
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If I am asked the question I hear others asked, ““‘Do you mean to sit there 
and say you do not believe that the publications of this country should pay 
more to go through the mails?’”’ I shall have to reply that no one can say just 
what part of the down-to-earth costs of the postal system are being defrayed 
by second-class matter when we know so well how the money gets away in sub- 
sidies and back pay for mail transportation. 


THE DEPARTMENT'S OWN WORDS 


The third point I listed at the outset was that the Post Office Department stands 
to price itself out of the market. I quote the Post Office Department itself on 
this. For purposes of clarifying this point, I call upon the Department to state 
the case as it did in the following letter sent by Joseph Lawler, then Third Assist- 
ant Postmaster General, to a committee of the Congress, as below set forth in part: 


Post Orrick DEPARTMENT, 
Office of Third Assistant Postmaster General, 
Washington 25, D. C., March 3, 1947. 
Hon. WititiaAM LANGER, 
Chairman, Committee on Civil Service, United States Senate. 

My Dear Mr. CuarrMan: At the meeting of your committee on January 14, 
after a discussion of the large postal deficit for the fiscal year 1946 and the still 
greater deficits in prospect for 1947 and 1948, the Post Office Department was 
requested to submit to the committee on February 18 data concerning the revenues 
and expenditures allocated to the several classes of mail and postal services with 
the excess of such expenditures over the revenues for each class or service, together 
— suggested increases in the postage rates and fees which might eliminate the 
deficits. 

Accordingly, there was submitted to your committee on February 18, a mem- 
orandum embodying the information requested, together with schedules of rates 
and fees for the different classes and services. It was pointed out to your com- 
mittee that it was the Department’s view that it would not be practicable to 
increase the rates and fees in all cases sufficiently to make particular classes and 
services self-supporting since to do so would increase the charges beyond what 
the traffic could bear. For this reason alternative schedules were submitted. It 
was also pointed out that it has long been the policy of Congress to extend special 
below-cost rates to certain classes of mail and to provide facilities and services for 
the benefit of the general public regardless of the fact that the charges for such 
facilities and services do not cover the cost of their maintenance. 

Your committee at its meeting on February 18, after discussing the data and 
suggested schedules submitted by the Department at that time, and apparently 
recognizing the impracticability of increasing the rates and fees for every class 
of mail and service to such extent as to make each self-supporting, directed the 
Department to prepare and submit to the committee on March 4 a schedule of 
rates and fees for each class of mail and special postal service embodying such 
increases as in the opinion of the Department might be adopted without destroying 
the traffic and yet make each class and service bear as much of its cost as is feasible. 
Pursuant to such request there are set forth herein schedules together with com- 
ments thereon for consideration by your committee. 

It is estimated that the postal revenues for the fiscal year ending June 30, 1948, 
based on existing laws, will amount to $1,257,410,000, and the cost of operating 
the service will be $1,545,089,250, or $287,679,250 in excess of the estimated 
revenues. The postage rates and fees embodied in the schedules which follow 
should produce approximately $173,735,000 additional revenue, assuming that 
the volume of mail and postal transactions handled during the fiscal year 1948 
will equal those in 1946 and assuming also that Congress will extend the local and 
non local 3-cent rate on first-class mail, also the 3 percent additional charge on 
fourth-class (parcel post) matter and the increased weve on registered mail, all of 
which are due to cease to be in effect after June 30, 1947, unless renewed by 
legislation. * ° 





THE POSTMASTER GENERAL AND ‘“‘DIMINISHING RETURNS” 


But Mr. Lawler is not the only one who says that. The present Postmaster 
General agrees with his assistant. He too said on April 2, 1947, in agreeing with 
what a previous Postmaster General had concluded in 1933 that— 
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‘There is no class of Post Office business to which the law of diminishing returns 
applies with greater comparison than second-class mailings, and that further 
advances in the rate of postage * * * (on) this class of mail may well 
diminish rather than increase, its revenues.” 

Of special interest is the manner in which the Department in 1947 arrived at 
a set of figures which, in its view, would not reduce second-class volume but still 
would get more revenue. At that time, it proposed a simple and single $20,000,000 
increase in second-class rates. These figures were submitted with a margin of 
safety factor—$20,000,000. But the present bill is reaching for that $20,000,000 
more now, and then it wants still another 50-percent increase over the $20,000,000 
within a few months. 

If $20,000,000 was a safe estimate designed to keep the Department on the 
side of safety in holding onto volume 4 years ago, just what has taken place or 
caused the Department to think it now can get 50 percent more than it said was 
the fair figure to call for? Now, when you pass this bill providing for a still 
greater increase next year on second-class matter, are you taking into account 
what can and probably will happen by then? We may have paper rationing this 
time next year. A large percentage of the publishing outfits may be out of 
business for one reason or another by then. Is the Department hoping to forget 
its 1947 estimate by mentioning a like estimate higher rates will produce and then 
as an afterthought add the extra $10,000,000? These are questions I do not 
pretend to have the answers to. 

It seems to me the Department is doing in this bill exactly what it claimed it 
feared to do in the Eightieth Congress. 

It was in 1933, at a time when the Department was operating on second-class 
rates, some 30 percent higher than the previous scale, that the then Acting Post- 
master General Joseph O’Mahoney, now the senior Senator from Wyoming, 
opposed further increases for the reason that experience has shown the Depart- 
ment that declining volume and lower revenues are derived from higher rates 
than are to be had from rates held within limits. 

Now as for points 4 and 5 in my opening remarks with respect to the Depart- 
ment’s fighting shy of modern thinking, planning and acting, I refer to the 
statement made by Vincent C. Burke who in 1948 as the right-hand man to the 
Postmaster General made a declaration publicly and in the presence of the Post- 
master General, Mr. Burke declared that when new ways of doing things are ever 
accepted in the system that they must and will come, not from the outside but 
from within. I think you know something of the turtle-pace manner in which 
progress is overtaking the system from within. 

It was at that same meeting that Joseph Lawler whooped it up for the national 
ticket and tried to spur postal employees to get out and hustle for its success. 


POLITICS AND PERSONAL “‘TEAMS” 


The Department seems to have taken it greatly to heart that postal employees 
did not work actively for the reelection of the recent senior Senator from Penn- 
sylvania. Postal employees are constantly hearing the echoes of his defeat. 

In addition, in 1948, Mr. Burke served notice that the way for a postal employee 
to get some place is to ‘“‘get on Jesse Donaldson’s team.”’ It was the first real 
warning that the Postmaster General was anxious to have a personal team to 
build him up in prestige. Until that time, employees had the old-fashioned idea 
they were on the people’s team, not in the service of any one individual. 

With further reference to the tardiness with which the Department takes on 
ideas, it is appropriate to call attention to the most recent report of the House 
Appropriations Committee accompanying H. R. 3282, the Treasury-Post Office 
supply bill. The report states that of the 2,017 suggestions for service and method 
improvements that only 71 were accepted and that the Department paid only 
$610 for the entire 71. Small wonder that the Post Office Department ranks last 
among the major Departments and that among half a million employees only 
2,017 had the temerity to come forth with suggestions. 

Plainly morale is shot through and employees are losing heart. We find that 
in 1944 there were 6,300 suggestions submitted, though only 1,200 were considered. 

If you will examine into the frequency and the severity rates of accidents in the 
postal system, I believe you will find more don’t-care attitude on the preventive 
side. What this likewise does to morale is self-evident. 

And further, along lines of fighting off progress, the Department has just 
announced abolition of the popular postal note. 
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A POPULAR SERVICE IS ABOLISHED 


I believe the Washington Evening Star, March 22, well stated the case of the 
postal note the other day, as follows: 


“SMALL-SUM MAILING COST TO RISE WHEN POSTAL NOTE SERVICE ENDS 


**Millions of people who pay small bills with postal notes will have to seek a 
new, and probably more costly, medium of remittance after March 31, when 
the short-lived service will die. 

“The convenient and popular postal note, which can be purchased in denomi- 
nations up to $10, at a fee of 8 cents apiece, without the filling out of an applica- 
tion, will not be replaced, but the regular postal money orders will be simplified. 
More than 100 million postal notes were sold annually, with a total value of 
about $500 million. 

“Chief users of postal notes are housekeepers who send off their payments to 
electric, gas, and telephone companies by this method, 

“If they now turn to money orders, they will pay at least 2 cents more for 
orders up to $5 and 7 cents more for values from $5.01 to $10. Whereas a person 
now pays bills from $10.01 to $20 with two postal notes for 16 cents, he will pay 
25 cents for a money order of the same value. 

“The elimination of the postal note was announced officially last week in the 
Postal Bulletin, according to Osborne A. Pearson, Assistant Postmaster General. 
> ho the first step in the streamlining of the postal money order scheduled for 

uly 1. 

“Present paper money orders will be replaced at that time by a tabulating 
card, similar to the present postal note in appearance. It is prepunched to 
record the amount and to eliminate much of the tedious paper work now required. 
The postal note was adopted in 1944 to cut out paper work for small money orders. 

“Chief defect of the postal note is that no record is kept of it at the point of 
issue or where it is paid. Consequently it took about 6 months to trace a note 
= the postal accounting office at Asheville, N. C., when a complaint was 

ed. 

“Mr. Pearson said the main reason for their elimination, howevey, is that they 
are the same size as the punch cards to be used for money orders and would 
interfere with the recording system.” 

It should be stated that the postal note was authorized by the Congress under 
the act of June 28, 1944 (Public Law 370). The act, so the Post Office Depart- 
ment says, was ‘for the establishment of a post-note system, which will enable 
the public to transmit through the mails sums of money up to $10 for a fee of 
5 cents, and which has essential accounting and auditing features that will 
greatly reduce the cost of handling the business as compared with the operating 
costs of the money-order system.” 

But what has happened? The Department has kicked out the postal note, 
the poor man’s check, the note which was to be the answer to the banks’ taking 
over a large chunk of the money-order business. Further, that postal note had 
been in the process of mulling and recommendation since 1881 or 1882. The 
Postmaster General at that time had been told how they did things in England, 
starting in 1880 with their postal note. The result at that time was that the 
Congress put into force a postal note for sums under $5 and for a decade the 
postal note could be bought. Then it was abolished. Next agitation came for 
another postal note, and in 1911 another enabling act was passed. The Depart- 
ment failed to take advantage of that opportunity. Here was a service which 
was a service. Apparently these notes have been producing revenue but the 
Department lists the main reason for abolishing the poor man’s check is that it 
gets in the way of the regular money order in accounting and recording. Ap- 
parently some outside influence has been at work on the Department. 


SELLING THE SERVICE TO INCREASE REVENUES 


I have cited example of the “Chinese wall” technique pursued by the Post 
—— Department. here are many others, too many for the present purpose, 

relieve, 

As for my point 6, the failure of the Department to sell the services to the 
people and to inform what those services are, I suggest that here is the internal 
clockwork which-could be converted to income above the deficit line. 

A former chairman of this committee, Robert Ramspeck, has said that the 
Department needs a business manager, someone who could produce at least 
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$100 million more in revenue Of the 50,000 or more motor vehicles operated 
by the Post Office, none, so far as I have ever observed, carries signs on its sides 
telling the world what the Department has to offer. But those trucks do carry 
the messages of most every other department of Government. 

A few years ago I asked the Department to say what amounts, if any, it had 
ever asked the Budget Bureau or the Congress for with which to exploit and 
advertise the Department’s services. The answer was no amounts at any time 
had ever been requested. 

As for point 7, I believe this point can be linked with some of the preceding 
oints, except that I recall that the present Postmaster General was still Acting 
ostmaster General when be hegan blaming salary increases to the Department’s 

employees for his deficit. He did not claim at that time that second-class rates or 
any other rates needed revising, but proceeded to ‘‘pin the rose” of responsibility 
for all his troubles and their salary problems on the employees. 


NO PROMISE OF RESTORED SERVICE 


I have examined the present bill but find no stipulation that postal service for 
second-class matter will, in any way, be improved. I cannot find in this bill the 
remedy for the condition of which Mr. Stanley of the Alabama newspaper com- 
plains. On the other hand, if the Appropriations Committees continue to cut 
into the appropriation, the chances are the service will be even worse, regardless 
how much the rates are raised. 

On point 9, the interest of the American Federation of Labor primarily is with 
the welfare of the members of those unions affiliated to the American Federation 
of Labor. It is not untimely, however, to remark upon the manner in which 
various segments of the press are being dealt with under this bill. The bill would 
continue the free-within-county treatment but add the difference onto the other 
publications. I cannot reconcile this difference as equitable. 

As for point 10 and the 39,000 post offices which constitute a continual drag 
upon the receipts of the postal system, I call attention to the remarks of James J. 
Doran, recent Chief Inspector of the Department, in whose former office the 
Postmaster General’s son has been making marked advancement to the post of 
Assistant Chief Inspector. 

Mr. Doran says that if it is really intended to place the Department upon a 
paying basis that it is time to look at the 39,000 post offices which constitute a 
drag upon the receipts of all the remaining 2,000 post offices. I might add that 
unless you decide to cause the millions of patrons of those 39,000 offices to pay 
their way and the way of those offices that the views of the Interstate Commerce 
Commission, which grants mail pay increases to the railroads, and the views of 
the Congress will continue to be wide apart. As you may know, the ICC now 
operates on the premise that a railroad must receive a sufficiency for each and 
every class service it performs and that includes mail pay, which seems to be 
why the ICC has been granting those enormous mail pay increases to the rail lines, 
and, I suppose, because the Postmaster General himself entered into an agreement 
to pay more to those rail lines. He certainly did not have to agree to it. 


SUBSIDY TO PATRONS OF 39,000 POST OFFICES 


At any rate, Mr. Doran is calling your attention to the oversight of failing to 
raise the rates for service to patrons of the 39,000 post offices instead of having the 
patrons of only 2,000 offices pay the costs. Mr. Doran reminds you that the 
39,000 offices create 130 million of the amount reported as “‘deficit.’”” Then, he 
points out that “it would be difficult to apportion the exact amount of the total 
transportation charges to these 39,000 district offices, but recalling they are 
located in 39,000 different places in all 48 States and our possessions, an estimate 
of $50 million, which is slightly over 10 percent of the whole cost, would certainly 
not seem too high. At any rate a very substantial deficit is to be expected year 
after year, and it can only be met by congressional appropriation.” 

Thus, Mr. Doran observing that there are those who either have forgotten or 
prefer not to remember that the arnica of expediency is not the salve of solution, 

But, our witness, Mr. Doran, is still not through remarking. Let us pick it 
up from here: 

“Suppose the Department got a 20-percent increase in rates, the added reve- 
nue at these district offices would amount to probably not more, than $10 million 
unless the rate on first-class matter were raised. All the efforts of the Depart- 
ment up to the recent were for increases on everything except first-class mail. 
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Congress can never be expected to hike postal rates sufficiently to wipe out the 
deficit in these district offices and it should not attempt to do so. 

“The Postmaster General and other officials of the Department have stated on 
many occasions that the cost of free postal services to other Government depart- 
ments and agencies, free-in-county newspaper handling, ete., amounts to $150 
million a year. Add this to the annual deficit at the district offices and you have 
$200 million or more than one-half of the entire postal deficit. And if we add 
the $50 million (estimated) for mail transportation to these 39,000 offices we have 
a total of $330 million. 

“This amount we will agree takes quite a slice out of the total postal deficit of 
$570 million. And if you add to that the subsidies given the air lines and other 
carriers of mail, you have accounted for at least $400 million of the deficit. Sub- 
sidies should be recognized and labeled as such and there is no justification for 
the postal service being saddled with them. If Congress decides to reduce the 
amount of postal subsidies given, it can do so by increasing postal rates, but it 
cannot wipe out either now or in the future the subsidy it is giving to support 
the district offices. 

“The 39,000 represent 94 percent of all the offices in our postal service. The 
other 6 percent make a profit, and they, the 6 percent, were the ones most affected 
by the curtailment order. If a postal rate increase is granted it is their profits 
which will be increased. But is it a fair arrangement to expect the larger offices 
to produce enough revenue to wipe out the deficit, excluding the $150 million 
which is the cost of the free services? 

“Any increase in postal rates will be effective at all offices, but unless the 
Department changes its stand and asks for an increase on letter mail postage— 
on which it claims to make a profit—the added revenue at the district offices will 
be slight compared to that of the 6 percent now more than earning their expenses. 
Until this subsidy to the postal service is recognized and treated as such and not 
placed on the mail users at the profit making offices there can be little or no hope of 
proceeding in a fair and equitable manner in this matter of rates. Certain rates 
should be raised, particularly, those on second- and fourth-class, but all concerned 
should be certain of the equity involved in the increases requested. 

“The Department’s basis for asking for increase in postal rates is to be found in 
its cost ascertainment figures and statistics. Cost ascertainment is a time, 
weight and count study on all the mail handling and special service operations 
made at more than 500 offices of all four classes located in various parts of the 
country. From this study the Department puts forth the information that 
certain specified losses are incurred in handling second-, third-, and fourth-class 
mail, and all the special services excepting postal savings. The opposition to the 
rate increases, and this opposition is numerous and forceful, says the cost figures 
are not accurate; that the Department does not know what its costs are, and 
furthermore, it cannot be expected to find out what its costs with relation to each 
operation are under its present system of cost ascertainment. 

“‘Congress has a real interest in the postal service. True it has not passed the 
rate bill; probably because the Department said we lose so much on each operation 
and each class of mail except first, but it apparently did not produce enough proof 
to satisfy Congress on that issue. 

‘The postal service should pay its personnel good wages, better than at present, 
and improve working conditions where possible; and the personnel owes it to itself, 
the Department and the people to do the best job possible. Postal employees 
have a great investment in the service. The best and greatest investment 
possible. It is themselves as people and their future, and it is upon them that the 
country must depend for an efficient service. The employee, like the Department, 
must be realistic and recognize conditions and facts as they exist. If they can be 
changed for the better, well and good. If not, they must be faced. And one of the 
important facts to face is the cost of operation in the largest offices. 

“Cost ascertainment figures show there is a difference in cost, a great difference; 
and, until it is wiped out or plainly explained and accounted for the entire service 
is on weak ground in trying to convince anyone, especially Congress and the 
publishers, that an appreciable boost in rates is justified. 

“The Department has accepted cost-ascertainment figures and bases its efforts 
for increased rates on these figures. The Department claimed it could not con- 
tinue to give the country the postal service that was in existence on April 17, 1950, 
and for some time prior thereto, because it was not getting the money needed for 
that service and curtailment was the answer to the problem created by reduced 


appropriations. 
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“The head of the Department said he disliked to curtail the service but as the 
entire postal service was operated economically there was nothing else to do. 
Savings were not possible in any other way. Sounds reasonable, doesn’t it? A 
frank statement made about a frank and drastic order. 

“Now, no one who knows the officials and those holding high places in the Cost 
Ascertainment Division as I do, would charge these officials and employees with a 
desire to work against the Postmaster General. On the contrary, they are loyal, 
honest people. heir responsibility is to put the data and statistics together in 
the form of reports of costs on different postal activities. These figures are 
gathered in the field. Under date of March 15, 1950, such a report was prepared 
and it was issued about the time of the April 18 bulletin—perhaps a few days 
later. This particular report contradicts the assertions that savings could only 
be made through curtailment. 

“Yes, if the report is accurate, and in the absence of evidence to the contrary it 
should be accepted as accurate, this particular report dealt with the cost of oper- 
ation in the 20 largest offices of the country. On one item, the cost of handling 
first-class mail, one office, showed a cost of 133 percent more than the one that 
operated at the least cost. The average cost for the 20 offices was almost double 
that of the best office. Just imagine spending $5 for a piece of work in one oftice 
and getting that same piece of work done in another for $2.75. 

“Would it seem that savings could be made with such conditions existing? Yes, 
if the report accurately portrays present conditions and costs in the 20 offices in 
question, a savings of over $45 million a year could be made in the handling of 
first-class mail alone. There was no explanation why such difference in operations 
cost should exist. ‘There are bound to be some differences in costs of many postal 
activities but any report which showed such glaring disparity costs should be most 
carefully examined and analyzed before being made public. There were other 
differences of costs in other operations at these same 20 offices, but I might be 
considered as trying to build up a case if I offered additional detail. The report 
in question is not a secret. am quite sure the congressional committee got 
copies of it and your organization may also have one. 

‘The question will naturally arise in the minds of men of good sense—was 
this condition known to the officials of the Department and if known what, if any, 
action was taken? Let us again look at the record. The report of March 15, 
1950, was not the first of its kind to be printed and issued. Others in years and 
months passed had been distributed and showed similar conditions existing at 
the time specified on each report. The Department officials were aware of this 
disparagement in costs for the same kinds of work and in some of the reports 
discussions were had on what was termed variables. Variables were introduced 
to offer some reasons why a difference might justifiably exist. But what kind of 
a variable it is that permits one office to spend the $5 for the same amount and 
kind of work and another only $2.75? 

“Could it be that the over-all management was satisfied to obtain and print 
cost figures and their related data and then go on to something else? Is it pos- 
sible that the present postal management considered it had adequately and 
competently discharged its duties and responsibilities by gathering and publishing 
these very detailed reports on the operation costs in the 20 largest offices and 
then ignored the very conditions its own reports brought to light? If so the 
conclusion is and must be there is something wrong in that kind of management. 

“Each and every matter I have discussed in this article I brought to the atten- 
tion (in writing) of the present postal management at one time or another. Only 
two of my memoranda were acknowledged. I felt I owed it to the postal officials 
to call to their attention the conditions, some of which at least, were in strong 
contrast to the representations that savings could only be made through curtail- 
ment of service. I have always considered it disloyal to keep from my superiors 
any information which had a bearing on any of their policies or programs. It 
was a duty to call attention to the unpleasant and contradictory conditions—and 
one I tried to carry out under all conditions. There may be some who disagree 
with such procedure.” 

The above quoted remarks appeared in a recent issue of the Postal Record. 

As for the Government’s getting the difference in taxes in lieu of increased 
postal rates, as referred to in point No. 11, I am sure the Ways and Means Com- 
mittee or the Joint Committee on Internal Revenue Taxation can supply you 
with all the technical advice you will want. I have commented on this phase 
fleetingly more as a suggestion that the Government will still get the monev 


willy-nilly. 
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Point 12 deals with what can happen to the printing and allied industries and 
their employees as the result of tinkering with second-class postal rates. Printing 
and related activities are sensitive to all manner of conditions among consumers 
and the prices they pay for the finished products. At a time when a dollar buys 
less and less, the ultimate consumer can easily be expected to eye that dollar with 
more caution and to put it back into his pocket when confronted with an increase 
in his reading matter superinduced by higher rates on postage with not even the 
least assurance that the postal service is going to be improved one whit. 

I believe vou are going to find if you jack up the second-class rates that you un- 
wittingly will be further promoting the tendency toward bigness in certain sections 
of the graphic artsindustry. Not the least of such result can come about through 
the pooling of publications shipped through other than postal channels, a pool job 
the smaller producers cannot afford. This is as pointed out by Mr. John B. Hag- 
gerty, chairman, International Allied Printing Trades Association, and others. 
The result is bound to be that others 1n the same industry too smal] or too scat- 
tered to pool their distribution facilities will gradually be squeezed down and 
out, along with their employes in whom we are definitely interested. Perhaps 
in vour own city or district vou have such plants of which I speak. 

The position of the American Federation of Labor is the same as that taken last 
year in opposition to increase in second-class rates. At that time, President Green 
informed all Members of the House just where the A. F. of L. stood. 

In addition, our executive council member, Mr. Matthew Woll who also¥is 
president, International Labor Press of America, calls to mind the fact ‘“notwith- 
standing the fact that the labor press has never abused this second-class rate mail 
privilege, a drastic increase in second-class mail rates would have a disastrous 
effect on certain portions of the labor press—particularly those publications which 
can least afford to bear the extra burden—the local labor papers.” 


SOME OF THE DIFFICULTIES TO BE CONFRONTED 


Here we are in a highly competitive second-class mail field where competition 
makes the raising of subscription rates and prices highly difficult or perhaps next 
toimpossible. Certainly, if ceilings finally are to be established the complications 
involved in so doing will be definitely complex. Now when we place this situation 
up against proposed laws governing the general functioning of a government 
monopoly, one which is not to be required to give good service in return for higher 
rates, we begin to understand more clearly just what is involved in section 2 of the 
bill. 

And since it is extremely difficult now to enhance the revenues from which 
employees are paid to produce the finished goods going through second-class mail 
channels, it is understandable when we are told that there will be unemployment 
to follow, lowered payrolls, less withholding for taxes into the Federal Treasury, 
and a consequent driving out of the postal market of revenues today being enjoyed 
by this monopoly. I am willing to predict that if there be a ‘‘deficit’”’ today, that 
“deficit”’ is going to be bigger after this bill shall have had time to take hold and 
prove its full effects. This is the time when the Government is chasing every dollar 
: ie spy, competing as it does with everything and everybody to capture that 

ollar. 

The consequence of all this is that the case being made for the “‘deficit’’ is 
lacking in the real and tangible substance of the damaging effects this portion of 
the bill will wreak upon estimable portions of the population. Is .he Congress 
prepared to explore the entire field of free services which, as a matter of public 
policy, it renders to one class of citizens or another? If it is and if it decides to 
put an end to all subsidies paid directly from revenues and to end all classes of 
uncompensated service, certainly the discussion can be greatly clarified. 

The claim is made that second-class matter “does not pay enough.” Just how 
much is enough? When the second-class volume falls, will we not have another 
bill further to raise rates and thereby force more volume to seek refuge in other 
channels? What is to be the public policy on this thing? Where does it wind 
up, once the line is breached? 

The liberal view toward other users of postal service has been expanding. 
There are the blind and others. And then there are the State conservation de- 
partments whose bulletins have been admitted as second-class matter. Perhaps 
the latter also are deserving as well as many others. But, as I understand the 
purpose of the bill, there exits a ‘‘deficit’’ which it is intended to eliminate or 
reduce in large measure through hoisting second-class rates and other rates. 
What is to be the standard for free services and broadening liberal provisions if 
we have a growing “‘deficit’’ so well advercised by the Postmaster General? 
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It has been said by the Hoover Commission that $264 million could be saved 
through postal operations simply by adopting modern methods in the Post Office 
Department. Ido not know what the figures should be but the Commission has 
left the job at the door of Congress since the Department has resisted so strongly 
the efforts to modernize. 

In conclusion, I call up the words of a former Postmaster General for what value 
they may have when you begin marking up the bill. They were signed by Robert 
E. Hannegan and they read: 

“The significance of the Post Office Department to our fellow citizens is not 
shown in any statement of profit and loss, but primarily by the success or failure 
of this great public service institution in achieving the high and beneficient pur- 
poses of government.” 


The CuHarrMan. The committee will recess until 10 o’clock tomor- 


row morning. 
(Whereupon, at 3:40 p. m., the committee recessed to reconvene at 


10 a. m. Thursday, April 5, 1951.) 
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THURSDAY, APRIL 5, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrice AND Civit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuarrMan. The committee will be in order. 

The hearings will be resumed on H. R. 2982, a bill to increase certain 
postal rates. 

The first witness this morning is Mr. Walter D. Fuller, chairman of 
the Board of the Curtis Publishing Co. Mr. Fuller. 


STATEMENT OF WALTER D. FULLER, CHAIRMAN OF THE BOARD, 
THE CURTIS PUBLISHING CO., ALSO REPRESENTING THE 
NATIONAL ASSOCIATION OF MAGAZINE PUBLISHERS, ACCOM- 
PANIED BY MR. PALMER, DIRECTOR, TRANSPORTATION AND 
TRAFFIC DEPARTMENT, THE CURTIS PUBLISHING CO., 
PHILADELPHIA, PA. 


Mr. Fuuuer. I have asked Mr. Palmer, who is the head of our 
transportation and traffic department, to come here this morning. 

The CuarrmMan. Very well. We will be glad to hear from both of 
you this morning. 

Mr. Futter. There might be questions asked with respect to that 
matter. 

I am Walter D. Fuller, chairman of the board of The Curtis Pub- 
lishing Co., of Philadelphia, publishers of The Saturday Evening 
Post, Ladies’ Home Journal, Country Gentleman, Holiday, and 
Jack and Jill. I am speaking for my company in connection with 
section 2 of bill H. R. 2982, which, if adopted, would increase second- 
class postal rates. 

I have been in the magazine publishing business for 47 years and 
during that time I have been closely associated with all phases of the 
magazine publishing businesses and particularly with work simplifica- 
tion operations and with the design and installation of cost accounting 
methods. 

During many of these 47 years Post Office officials and mail users 
have come before this committee and have expressed widely different 
views concerning postal rates. But it seems to me that it is an in- 
justice to this committee and to mail users if you must take action 
concerning rates without complete study and research of all the factors 
that should be given proper weight in such matters. 
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The Curtis Publishing Co. agrees with the statement which the 
Postmaster General made before this committee that Congress should 
determine the fundamental basis for postal charges. We agree with 
President Truman’s statement in his recent report to Congress that 
the subject of postal rates seriously needs further study. We do not 
think there would be a deficit in second-class mail if realistic cost 
accounting and fair allocations of Government expense were used. 
We urge, therefore, the appointment of a proper study commission 
to consider: 

The fundamentals of Post Office cost accounting. 

The development of a proper formula for postal rate setting. 

The further accomplishment of economies, simplifications and 
betterments in the postal service. 

The advisability of the appointment of an independent and per- 
manent Government board to report to Congress upon Post Office 
affairs. 

The importance of a postal commission or board was considered by 
your committee in 1949, when Mrs. St. George introduced bill H. R. 
1008 during the Eighty-first Congress. This bill proposed a boerd 
within the Post Office Department. I cannot agree upon this location, 
but certainly applaud Mrs. St. George’s idea of a board or commission, 
I draw your attention to bill H. R. 1008 merely to indicate that this 
thought is not new to your committee. In fact, publishers have urged 
for years the need for a study of postal rates and in particular a study 
of the fundamentals of Post Office accounting. We have been accused 
of attempting to delay action upon rate changes by this urging. I 
point out that if our suggestion had been taken, the survey would long 
since have been completed. We believe that the radical increasing of 
second-class rates before such determinations are made is a case of 
“hanging the victim and trying him afterward.’”’ However, at this 
time we do not protest a moderate increase in rates. 

The magazine and newspaper business was founded on low unit 
— for its product. To be successful it must be maintained on that 

asis today. That is why we are constantly devising new selling and 
delivery methods. Any increase in cost per unit, however small, re- 
sults in greatly increased costs for the total. When the postal rates 
were placed on a zone basis in 1918, we found it necessary to divert a 
large portion of our mail to other means of transportation. 

Most magazine publishing is both a private and a quasi-public activ- 
ity. It operates on a marginal profit percentage and must use every 
opportunity to assure economical production and distribution. For 
the larger publishers substantial volumes of circulation are essential. 
These larger publications can use various methods of distribution, can 
gain by the spread of overheads, can utilize byproducts, and so forth, 
and do this in ways not available to smaller publishers. The one point 
at which all publishers are equal is second-class postage. 

Both subscription and single copy sales have advantages and dis- 
advantages. Today these are about in balance. The large publisher 
can use single copy distribution more efficiently than the small pub- 
lisher. Any substantial change in conditions will upset the balance 
between these two methods. The increase in second-class rates pro- 
posed in H. R. 2982 will be such a substantial change. We think this 
would be unfortunate and unsound from a national viewpoint. 
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There are about 25,000 publications now entered under the second- 
class privilege. Of these only about 100 can be considered as large 
magazine publications. Any action which would destroy or seriously 
injure the smaller publications would gravely involve the whole prin- 
ciple of free speech and a free press. As large publishers, we oppose 
such anaction. The destruction and control of the multitude of small 
publications might make easy the taking over of the large ones— 
witness the recent trends in Argentina. 

The Curtis Co.’s agricultural magazine, Country Gentleman, and 
our children’s magazine, Jack and Jill, are delivered principally by 
subscription and hence by mail. The delivery of our other publica- 
tions is roughly one-half by subscription methods. The other half 
is shipped by freight to wholesalers throughout the world. These 
wholesalers supply single copy sales outlets like newsstands, drug and 
grocery stores, bookstalls, and so forth. 

Certain large publishers, including ourselves, decided 2 years ago 
to attempt a new combined subscription delivery and selling plan 
completely outside of the mails. We have been delivering some 15 
different magazines in three cities by this method. Altogether we 
have now delivered nearly 1,500,000 copies of magazines in this 
manner and thus have sufficient experience to make comparisons. 
Subscribers like the service. We doubt whether this withdrawal of 
magazines from the mail in these cities has resulted in any economy 
to these post offices. 

The decision for or against this new plan will depend upon our 
success in securing greater sales volume in these cities than else- 
where, and not solely upon our matching postal delivery costs. I 
might mention, however, that the actual cost of laying copies down in 
these cities varies from 1 cent to one-quarter of a cent. That would 
give us even in the poorest case a margin of a cent a copy that we 
start out with as an advantage before we go on to anything else. 

At the time subscription sales in these cities are increasing and we 
show a steadily decreasing cost per copy. There are other advantages 
to the plan. These tm eb economies and more rapid service in 
completing changes of addresses and through the usage of unsold 
newsstand copies as first copies to new subscribers. If the rates on 
second class mail contemplated in this bill are imposed, we will expand 
this plan. 

When I mentioned this new plan of delivery at congressional hear- 
ings in 1950, the comment was passed that perhaps it would be a good 
thing financially for the post office if some large publishers did with- 
draw from the mails. Such a statement provokes a discussion of the 
post office cost accounting system. 

The President, in his message to Congress on February 27, said: 
“In the fiscal year 1952 more than 6 billion individually addressed 
newspapers and magazines are expected to be carried, at a cost of 
about $242 million. But the postage paid will be only about $42 
million.”” The figures of expense which the President mentions are 
derived from estimates made from the post office cost accounting system 
These cost figures are misleading because in the present postal cost 
system the fundamentals of a cost accounting system for a com- 
bined Government service and business type organizations are not 
treated in a realistic manner. 
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Here is what I mean. Post office cost accounting is determined on 
a weight and per piece basic, without consideration of public service 
factors. However, these factors are basic and paramount in the 
operation of the post office and should influence the setting of postal 
rates, because the post office is primarily a service to all the American 
people and only secondarily is it a business. 

For illustration, | am informed that a very large number of the 
smaller post offices in the United States—the total is now in excess of 
41,000—do not take in sufficient money to pay their own expenses. 
No increase in second class rates which is practical would materially 
change this situation, yet the continuance of these post offices is 
necessary to adequately serve the public. 

Mr. Miuier. Mr. Fuller, while you are attacking the cost account- 
ing system, may I tell you a little story that occurred 2 or 3 days ago? 

Mr. Fuuuer. Yes. 

Mr. Miuuier. When the representative of the group that came here 
protesting told me off the record that his particular group had hired 
a group of cost accounting people, management engineers from New 
York, who are rather outstanding, to make a survey of the cost ascer- 
tainment system of the post office, and they got the report back that 
it was not infallible, but it was about as good as could be devised by a 
human ingenuity, and that they could make no recommendation that 
would change it materially. He said, “Of course, I cannot come 
before you to tell you that, but I want you to know that is what has 
taken place,” So I am telling you that in passing. 

Mr. Fuuuer. I would like to say this, that our association, as pre- 
sented to you several weeks ago by Mr. Cole, called your attention to 
a survey made by our association by Price, Waterhouse, and there 
certainly is not a firm in the country with a wider reputation than 
theirs. You have that on file. I have spent a large part of my life- 
time in cost accounting work. Of course, these matters are to a 
degree matters of opinion, but I am very certain that I am correct 
in what say. Iam sure I can prove it to any fair minded commission 
that were appointed for the purpose. 

Mr. Mitier. You would much prefer to convince a fair minded 
commission than to try and convince a group of Congressmen. 

Mr. Futuer. Mr. Miller, my point is merely this: You gentlemen 
have a thousand things to do. I know that. You know it better 
thanI do. This sort of thing is the thing that takes a very close study. 
You will remember that back during the early days of social security 
Congress appointed a commission to study the whole matter of pos- 
sible means of improving social security. I happened to be on that 
commission when it was appointed back in 1938. We spent a long 

eriod, 2 and 3 days a month, working down here with the staff. 
fost of the recommendations which we made were later adopted. 

Two years ago you appointed another commission to do the same 
thing. They asked me to go on it, but I had drawn away from social- 
security work and I said I thought they had better get someone else. 
They spent a year or more studying this matter. 

I think this matter is important enough to Congress and to the 
people of this country for the appointment of a commission made u 
of experts on traffic, experts on handling of material, experts on all 
the various factors, post office people, users, and so forth, to make a 
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complete study and report to you gentlemen. You ought to make 
the final decision. ‘ 

The CuarrmMan. Wait a minute, Mr. Fuller. 

Mr. Fuuuer. Yes, sir. 

The CHarrMan. You know that Congress made an appropriation 
of $100,000 for the purpose of making a full investigation and survey 
and evaluation of the cost-ascertainment system of the Post Office 
Department. In 1946, we first obtained an appropriation of $50,000 
for this survey. In 1947, we obtained another appropriation of 
$50,000. Mr. Heiss, who was the former comptroller of the American 
Telephone & Telegraph Co., a very fine expert accountant, was put in 
charge of this investigation. He spent practically 2 years on the 
investigation with his staff, and he came back with the report that he 
thought the cost-ascertainment system of the Post Office Department 
was the best that could be devised. You are aware of that, are you 
not: 

Mr. Fuutuer. Yes, I am aware of it. 

The CuarrMaAn. And your concern had Price, Waterhouse to make 
a superficial survey about 2 years ago or 3 years ago which amounted 
to nothing at all. 

Mr. Fuuuer. It was not our concern. It was the association. 

The CuarrMaANn. Your concern was part of it. 

Mr. Fuuuer. Yes, that is true. However, let me say this: As I 
said before, I spent a large part of my life in cost accounting work. 
Mr. Heiss has his opinion, I have mine. I realize Mr. Heiss was in 
an official capacity. 

The CuarkMAN. Do you question his qualifications and background? 

Mr. Fuuuer. | knew this a long time ago, that a man trained in a 
specific field, such as cost accounting, with a lifetime spent in that, 
without other activities and influence, may very well make a narrow 
report, as against a broader report that might be made by a commis- 
sion that was thoroughly acquainted with all the factors that have to 
do with the subject. I do not think that a survey of this thing should 
be made without taking into consideration the traffic factors, the pub- 
lic service factors, and so on. I do not think that a cost accountant, 
no matter how capable he may be, could possibly do that per se. It 
has got to be done by a joint group that covers the whole subject. 

The CHarrMAN. You have appeared before this committee several 
times since I have been a member of it. 

Mr. Futter. That is right. 

The CHarrman. You come back with the same old story. You 
ask for more delay, for postponement each time you testify. 

Mr. Fuuuer. No, I am not asking that. 

The CHarrMAN. You want a commission appointed to make a 
study of the Post Office Department. Mr. Fuller, you represent a 
big publisher. In other words, you belong to big business. You are 
an official of the National Association of Manufacturers, are you not? 

Mr. Futuer. I was. I am not now. 

The CuarrmMan. Are you not on the board of directors? 

Mr. Fuuuer. Yes, but I am not an official of it. 

The CuHarrMan. Then you are an official of the National Association 
of Manufacturers. 

Mr. Fuutuer. I am not an officer, if you want to put it that way. 
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The CuarrmMan. You are a member of the governing board of the 
National Association of Manufacturers. 

Mr. Fuuuer. I would not quarrel with that. 

The CHarrMan. Your association, the National Association of 
Manufacturers, has put out a report in February 1951, entitled “Cut 
Nondefense Spending Now.”” You are familiar with that report, of 
course. 

Mr. Futter. Yes, indeed. 

The CuarrMan. You have read the report? 

Mr. Fuuier. Yes, indeed. 

The CHarrMan. On page 8 

Mr. Futuer. I know what you are going to say. 

The CuHareman. Of this report, your National » of Manu- 
facturers, of which you are a member of the board of directors, recom- 
mends that the $361 million of this deficit be eliminated by increasing 
postage rates, does it not? 

Mr. Fuuuer. I know that. 

The CHarrMan. Do you stand behind the National Association of 
Manufacturers in this recommendation? 

Mr. Fuuuer. Let me say this, Mr. Murray. I also happen to be a 
director or on the board of trustees of the CED, and I happen also to 
be very active in State chamber of commerce work, and both of those 
organizations have a similar quotation in what they presented to 
Congress. 

The CuarrMan. I am asking you if you stand behind the recom- 
mendation of your association to the effect that the $361 million deficit 
of the Post Office Department be wiped out by increasing postal rates. 

Mr. Fuutuer. No, I don’t agree. I made it very clear to them that 
I do not agree. As a matter of fact I do not think it was adequately 
studied. 

Mr. Mituier. May I make an observation of one of the things that 
discourages me. You are one of the biggest users of mail, and you 
represent one of the organizations that is most vitally concerned with 
this. The time is going on 5 years since I sat on this committee since 
its reorganization under the Reorganization Act, and one of the things 
that has struck me that people in the high places among those who 
use the postal rates change the tune of their song, or the melody very 
little. It is the same thing. This year we have had less attack upon 
the cost-ascertainment report than we had when we heard 2,945 
2 years ago. So there isa gradual change. But until you people who 
use the mails get together, I mean not only yourselves, but the whole 
outfit set up something, and attack this realistically, there is in my 
estimation dammed up and welling up against you a great flood of 
public opinion that is going to be loosened some day. And when that 
is loosened, it may come in and wash away the very foundation under 
you. This committee is not going to control it. 

Let me show you just a little straw that might be in the wind that 
you might have overlooked. Our colleague, Mr. Thomas H. Martin, 
of Iowa, gets out a questionnaire in his district. He has done this 
every session of Congress. And he puts the results of it in the Con- 
gressional Record each year. This year he inserted it on April 2. 

Now, whether you like these things or not, they do show somewhat 
the way the straws of public opinion blow. Under one of the ques- 
tions, he said, “Would you be willing to have your taxes increased by 





POSTAL RATE REVISION 497 


30 percent in order to establish a pay-as-you-go tax plan?” ‘Yes, 
1,269. No, 1,943.” 

Then going into this thing of taxes, ““Do you favor an increase in 
corporate income tax return?” Then down a number of questions, 
and one of the questions he asked, “Increasing postal rates? Yes, 
234. No, 973.” 

Now, as far as you and I are concerned, this is not something that 
is inspired. It is something that the National Association of Manu- 
facturers, the chambers of commerce that you spoke of, the organiza- 
tions which you report keep plugging away until the people, the little 
people, are beginning to see this thing, and sooner or later the pressure 
is going to come to the point when the dam breaks, maybe it will do 
so much damage we will be a long time trying to replace it. 

Mr. Futter. May I finish what I started to say in connection with 
these other associations? 

Mr. Mituer. Maybe this does not mean anything and you can 
shrug it off. It is all right with me. 

Mr. Fuuuer. It does. I would like to get this point clear. I 
happen to be active in these three different associations I mentioned, 
Each of them has had a somewhat similar paragraph. 

The Cuarrman. Is the United States Chamber of Commerce one? 

Mr. Futuer. The associated State chambers of commerce is one. 
The other is CED. In each case I have not known about it. It 
was a committee action. In each case I went to them and said, 
“Why don’t you take somebody who knows something about this 
question, instead of simply putting a paragraph in there.”’ 

Mr. Karsten. Would you say they went off half-cocked on this? 

Mr. Fuuuer. In my judgment 

Mr. Karsren. On how many other recommendations is the same 
true? 

Mr. Futter. There are many other branches. As far as this 
particular subject is concerned, I do not know of their discussion with 
any of us who are active in the business. I have personally taken it 
up with each of these committees. 

Mr. Karsten. But they went off half-cocked as far as thisrecom- 
mendation is concerned? 

Mr. Futter. In my judgment their action was taken without 
adequate study of the situation. 

Mr. Karsren. Of course, they send these books out and many 
of us receive them, and I like to know whether their opinions are 
based on fact. 

Mr. Fuuver. I would not say that all agreed with me, although 
one or two felt they should have made a deeper study of this pars 
ticular subject. 

May I proceed? 

The CHarrMAN. Just a minute. Let us not get away from this 
report of your National Association of Manufacturers yet. It seems 
that this report was compiled by a committee composed of 75 to 100 
prominent businessmen. 

Mr. Fuuuer. That is right. 

The Cuairman, I notice some publishers were on this committee. 
I see here Mr. Graham Patterson. You know him, do you not? 

Mr. Fuuuer. I know him very well, and I know his position in this 
particular matter. 
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The CuarrMan. Is he not a publisher? 

Mr. Fuuumr. Yes. 

The CuarrmMan. He is onthe committee. I see Curtis W. McGraw, 
chairman of the board, and president of McGraw Hill Co. 

Mr. Fuuuer. I cannot answer for them. I know them all and I 
know their position in connection with this matter. 

The CuarrMan. This is a unanimous report. 

Mr. Futter. I cannot answer for them. 

The CHarrMan. This does not contain a minority report. The 
National Association of Manufacturers and the United States Chamber 
of Commerce raised a great how] about the expenditures of our Federal 
Government, and about cutting down nondefense spending. I am in 
favor of eliminating any nonessential expenditures, but every time we 
get a representative of the Chamber of Commerce or the National 
Association of Manufacturers here who is personally interested in the 
rate problem, he does not go along with the National Association of 
Manufacturers or does not go along with the Chamber of Commerce 
about cutting out these deficits when it affects his own business about 
postal rates. I cannot understand the attitude of some of you big 
publishers who belong to the National Association of Manufacturers 
and the United States Chamber of Commerce. 

Mr. Fuuuer. All 1 can say is that I have protested these statements 
in every one of the associations in which I am active. We have never 
raised any question. I have never come down here and appeared on 
a tax matter before Congress. I can’t remember ever havingappeared, 
I think when it comes to a matter of taxes, Congress has to decide. 

I say further along in this text that we raise no question at all on 
tax changes. If they got to be, they got to be. We do not like them 
any more than you do. 

The CuarrMan. Is not postal rate legislation in the sense of the 
word a tax legislation, raising revenue for the Post Office Department? 

Mr. Fuuier. Of course, I cover this in this text, but in our opinion, 
this matter of the expense situation of the Post Office can be improved 
materially. But we do hold that the thing we call the Post Office 
Department is a combination public service and business operation, 
and that the two different factors have to be considered. We do not 
think that the cost system at the present time properly considers the 
service which the Post Office brings to people of the United States. 

The same thing, for instance, is true in connection with many of the 
other services of the Government where you do not expect them to 
break even 

The CuarrMan. Mr. Fuller, I certainly do not think that this 
unfounded, unwarranted statement by you in your statement does 
you any credit, which is to the effect, “We do not think there would be 
a deficit in second-class mail if realistic cost accounting and fair allo- 
cations of Government expenses were used.” 

T am shocked that you would make such a statement to this com- 
mittee. 

Mr. Futter. Let me give you the reason for my statement. In 
the first place, the cost-accounting figures show $242 million as the 
cost of second-class mail with a $42 million income, or a deficit of 
approximately $200 million in that particular class of mail, as J 
understand. 
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Now, if the cost of maintaining, beyond customary practical busi- 
ness necessity of the large number of small post offices in the United 
States, they should be maintained, but if those costs and the cost of 
rural free delivery which should be maintained, it is a proper service, 
but if those are maintained and charged as they should be in our 
judgment to the operation of a service for the Government, we are 
quite certain that the net situation would show that at least a large 
number of publishers would be paying their expenses. That is what 
I am talking about. 

Now, this Price Waterhouse survey I speak of touches on that a 
little different way. What we are asking however, or what we are 
saying, yes, there should be a postal increase at the present time. We 
are saying that in two different places here. We are also saying very 
definitely that in our judgment there should be a thoroughgoing com- 
mission appointed to make a fundamental study of this. 

I have been coming down here off and on during the 4 years, and 
it is an old subject. It has been up and up and up. We do not 
think it is fair to you or to the users of the mail. What we do think 
is that there should be a thoroughgoing study of this situation. You 
gentlemen cannot conceivably do it. It has got to be done by a group 
that can spend some time on the subject. We think it can be done 
effectively and greatly to the advantage of the Post Office and to the 
publishers of the country as a whole. 

The CHatrmMan. Do you think that first-class mail should be 
increased? 

Mr. Futuer. I would not attempt to make any statement in con- 
nection with first-class mail. 

The Cuarrman. Of course, you know that a pound of first-class 
mail carries postage at 48 cents a pound, is that correct, literally? 

Mr. FutueEr. I do not know, but I assume that is correct. 

The CuarrMan. And yet a pound of reading matter of a magazine 
carries 14 cents a pound. 

Mr. Fuuier. Mr. Murray, again you will not agree with me no 
this, but I think there is all the difference in the world between a 
pound of printed matter which makes up a magazine or other package 
of that kind, and the statement that that is what it costs to carry it. 
It is not carrying that pound of paper. The pound of paper is only 
worth the price of a pound of paper. It is what is on that pound of 
paper, the stimulus to people all over the country, the tying together 
of the people from Portland, Maine, to Portland, Oreg. All the 
many factors that go to make up this great country of ours. 

Mr. Mituer. Mr. Fuller, would you say then that a pound of 
reading matter in the magazine serves these cultural and other study 
values in the Nation on which we base this assumption—this is a 
service? If that is in book form, that it should receive the same rate 
that it gets in magazine form? 

Mr. Futter. I would not attempt to argue with you. 

Mr. Miiuier. You must have some opinion. 

Mr. Futuer. I think the two are in the same general category. 

Mr. Mruter. Do you think that books should receive the same 
favorable rate? 

Mr. Fuuier. I have not given any consideration to it. 

Mr. Miuuer. After these years of experience you must have some 
ideas on it. 





500 POSTAL RATE REVISION 


Mr. Futter. I do not protest it. 
Mr. Mituer. If emg and the Saturday Evening Post publish the 
y that goes out for a cent and a half a pound, 
Geak form, should not it go out at the 


same story editoriall 
and Schuster publish it in 
same rate? 

Mr. Fuuuer. I am not going to quarrel with that. As a matter of 
fact, we are very much interested in the book business, too. 

The CHarrmMan. As you know, Mr. Fuller, the postage on books is 
8 cents for the first pound and 4 cents for each additional pound, and 
the book rate is materially higher than the rate for second-class 
matter. What we are trying to do is to try to have the magazines 
and newspapers just a little more in line with what the books are 
paying today. 

Mr. Futver. I have already agreed with you, sir, that there should 
be an increase in the price of magazine postage. Only I think the 
amount that is asked in this bill would do terrific damage. I think 
that a moderate rate increase is justified. I have said twice in here. 
I am not quarreling about that. 

Mr. Mituier. About 1% against 8 cents. Then you object to 3 
cents ainst 8 cents. 

Mr. Fuuuer. The present rate would be an increase in the first 
year of 50 percent, and by 3 years to be 100 percent. 

Mr. Miter. I am assuming the whole 100 percent not in the period 
that you have to adjust. 

Mr. Futter. I do not believe I understand you. 

Mr. Mixer. The present rate is 134 cents for your editorial matter. 

Mr. Futuer. Yes. 

Mr. Miuuer. And the book rate varies, but it is about 8 cents a 
pound. 

Mr. Futter. I am not quarreling with you. 

Mr. Miter. I know, but you are objecting; you say that these 
are comparable, but you object to making the magazine rate 3 cents 
a pound at the end of 3 years, for the same material that goes into a 
book that they have to spend 8 cents on. 

Mr. Futter. If you want to reduce the book rate, that is a matter 
for you to decide. 

Mr. Miuuer. We cannot reduce rates. We have this deficit. Why 
not try to bring the low up to some place at a level with the other. 

Mr. Futter. In the first place, if that is done, it is unquestionably, 
as you have heard from many other people, I am sure in the last few 
weeks, to do very serious damage to a large number of small publish- 
ers. I think anything done that would injure the small publishers 
seriously, would be very bad for the country as a whole. 

The | Specs I thought you were speaking for the Curtis Pub- 
lishing Co. and not for the small publishers. 

Mr. Fuuuer. Of course. 

The CuHatrMAN. You are not a small publisher. 

Mr. Fuutuer. I know, but you have raised another question here. 

Mr. Miter. I appreciate the small publishers could do it. I 
think that the Curtis people, your own company, could perhaps stand 
that increase in rate, whereas maybe Mr. Graham Patterson who 
publishes one magazine, theoretically at a loss anyway, would be 
hard put. I do not know about some of his other publications. 
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Mr. Fuuter. I cannot answer for him, but I can say this; if these 
rates were made effective, we would necessarily be forced to use other 
methods to handle the mail. We would have to use the mail, of 
course, and we would have to raise prices. 

Mr. Mier. Do these other systems work out so well? Personally 
from your statement, my conclusion is this effort to distribute these 
things by other means was working out very well. 

Mr. Futter. May I take a moment to give you a picture on the 
transportation side of this picture, and how they work out? Mr. 
Palmer, will you describe the situation in connection with transporta- 
tion, that is, the cost of laying down copies in New York, or in San 
Francisco, or in various cities where we do our own distribution? 

Mr. Paumer. Yes; I will be glad to do that, Mr. Fuller, but I 
would like to say just on the other subject that is being considered, 
that one of the reasons we probably think the deficit is too great is 
that we do not believe they have taken the advantage of the transpor- 
tation methods, the same as publishers have had to do. If we at 
Curtis had used the same methods that the Post Office does for dis- 
tributing our books over the years, our cost would probably be three 
or four times what it is right now. 

To illustrate what I mean, 3 years ago, I gave Congressman Rees, 
a report which he made later. I have a copy of it here, showing the 
advantage to the Post Office of truck distribution. There was nothing 
done about that until about 6 months ago, when the Department 
started to make some experiments. 

In the meantime the railroad companies had come along and asked 
for the equivalent of a 95 percent increase in railway mail pay. I 
just do not want to give you my opinion, because it was written up 
in that report, but I have here where Assistant Postmaster General 
Reading has stated that on a few routes operating out of Boston, 
they can save $120,000 a year. 

Now my point is what makes the deficit so great, and why we are 
here always faced with that, that I do not think they have taken 
advantage as well as they might have of what we have done in private 
industry. 

Now to answer the question that Mr. Fuller has just raised, it costs 
us $110 to deliver—by truck—50,000 pounds of magazines from Phila- 
delphia to New York, and we can do it in 4 hours. The postal charge 
on that is $750, and it takes 2 days to do it. We can deliver 50,000 
pounds of magazines outside of the mail to San Francisco, which is 
over 3,000 miles away, as cheap as we can deliver 50,000 pounds by 
mail to New York City, which is 90 miles away. 

Now, the thing that strikes me—I do not want to be critical of the 
Post Office Department—but I think that what Mr. Fuller suggested 
at the start, if a commission was appointed that would get right down 
into the detail of the operation and handling of the mail, there would 
be substantial improvements. 

Mr. Miter. May I ask a question, Mr. Chairman? 

The CuarrmMan. Mr. Miller. 

Mr. Mier. You are a transportation expert for these people that 
are giving this information. With respect to these 50,000-pound lots 
that you are speaking of, I assume they are magazines. 

Mr. Pater. That is right. 
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Mr. Miter. Saturday Evening Post, Country Gentleman, and 
others of your other publications. 

Mr. Pater. Yes. 

Mr. Miter. They are packaged how? 

Mr. Patmer. They are packaged in packages weighing about 
35 to 40 pounds. 

Mr. Miter. In uniform packages that can be handled uniformly 
out of your plant and loaded into boxcars? 

Mr. Pater. Yes. 

Mr. Miter. Suppose you had to mix in with those packages, 
traveling under the same class, irregularly shaped packages from 
those weighing a pound to those weighing 70 pounds, with 100 inches 
as the maximum, do you think that you could still arrange to trans- 
port at this cheap rate that you have set up here? 

Mr. Paumer. | think you are illustrating just the point that I 
would like to make. It is the lack of flexibility of where the Depart- 
ment, to my mind, is not flexible. If you handle a pound one way, 
you handle 100 pounds the same way. Now in private industry we 
do not do that. If we have a package of magazines where there is 
only five in them, we will roll them. We would not tie them. We 
are flexible. If we find that we want to accomplish a certain delivery, 
we will say in Arizona, we do not use the same methods that we use 
in Maine. In any spot in this country where we are setting up a 
distribution, we make a complete check of that. 

Mr. Miuver. Let me interrupt so that I can follow you in my own 
mind. When you set up a program for Arizona or Maine, you know 
pretty well what you are going to have to distribute, and you know 
that over a period of, say, the next year, depending on your outlets 
to the stores and your subscriptions, that that is going to be fairly 
constant within a small tolerance; is not that true? 

Mr. Patmer. That is true, but it does not make any difference. 

Mr. Minter. Now wait a minute. Suppose at Christmas time 
all of these trucks come up and back into your place and unload the 
irregularly shaped packages, great volumes that you cannot anticipate 
as a company. 

Mr. Patmer. Congressman, we have that same condition every 
Christmas in a smaller way, I will grant. 

Mr. Miiuer. Oh, in a smaller way. We just visited the post 
office again in Chicago, which is one of the principal ones, and one 
of the ones that is causing a bottleneck. It astounds me when I see 
the mail coming out there of all classes, particularly this class, just 
how they are going to tackle it. I know that a lot of people sitting 
on the outside of the building tell them what they should do and 
criticize it. But I wonder how many engineers could go in there and 
what improvements they could make in these post offices if they were 
given a chance. 

Mr. Paumer. That is just the trouble, as I see it. I will give you 
another direct example of that. 

Mr. Miuuer. In other words, I cannot accept the reasoning that 
you set forth as to the way you could handle it in one company, or 
putting through specialized service to one group, because it was 
properly packaged as against the responsibility of the post office in 
handling what comes day in and day out with these particular changes. 
Some direct sales group puts on a drive in the form of a sale that builds 
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up this mailing, and they cannot anticipate what it is going to be, 
and the avalanche is down on them. I think personally, and I used 
to know something about the trucking business—I was secretary of 
a trade association of truck owners once upon a time, and used to sell 
trucks, and I developed some of the first trailers and semitrailer units 
in the Pacific coast—I think I know something. I am not an expert 
like you. Tam alittle astounded at this thing. I am alittle surprised. 
Maybe in 25 years it is so changed and so simplified, and I am out of 
date, so I hesitate to plead those things. But when I go in and see 
the way some of these things are handled, I come to the conclusion 
that the Department is doing as well as it can. 

Mr. Paumer. I hope I have not given you the impression that the 
Post Office Department does not know how to handle its business. 

Mr. Mutter. Then you have no right to tell me of the weaknesses. 

Mr. Patmer. I cannot say to you that I car cover all of the opera- 
tions of the Post Office Department. I can give you numerous illus- 
trations where I know there is a weakness. I will give you one very 
briefly. Up until a little while ago in our plant, we had all our copies 
for Philadelphia distribution in mail sacks and sent them to the Post 
Office where they promptly took them out of the bags and put them on 
the trucks. It was a long while before I convinced them that we did 
not need the bags, and they did not take them out of the bags. That 
is just a small point of illustration. 

Ve are doing that in other cities. In Chicago, where you mention, 
we used to take our copies, put them in mail bags and take them to the 
post office, so they can taken them out. We are now delivering them 
in the bundles, the same as they would handle them, eliminating three 
or four handlings. 

Those are only minor points, but my whole thought is that, if a 
— investigation was made, other instances like that would come 
to light. 

Mr. Mituier. Do I understand that all of the Saturday Evening 
Posts, even in bulk, used to be handled in mail bags? 

Mr. Patmer. Yes, sir. 

Mr. Miuuer. I always thought they handled many of these directly 
from the plants into carloads. 

_ Pautmer. We do outside of the mail. But we have to for the 
mail. 

The CuarrmMan. How many of the Saturday Evening Post dis- 
tributing points do you have? 

Mr. Patmer. Twenty-six. 

The CuarrMan. And you send a great bulk of these magazines to 
the offices of entry, do you not? 

Mr. Pater. Yes. 

The CHAIRMAN. So as to get the cheaper zone rate. 

Mr. Patmer. Let me say that is not what you think. The primary 
reason for that was that we wanted delivery all on issue date. If we 
deposit mail in Philadelphia, addressed, we will say, to Arizona or 
Colorado, it is rarely that the mail travels through altogether. It is 
also rare that we could deposit it at a time so it would just be delivered 
on issue date. That was the primary reason for that. ‘The money 
saving is not great. As a matter of fact, the post office people have 
stated that that is to their advantage for us to do that. 
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Mr. Rees. Do you mean to say that you could do it practically as 
cheaply by sending those magazines out of Philadelphia as you could 
by distributing them from these 26 points? Is that what you mean 
to say to this committee? 

Mr. Patmer. I will explain that to you. The average cost of dis- 
tributing a copy of the Post, which weighs a pound or very close to a 
pound, throughout the country is about 3 cents. 

Mr. Rees. You mean the mail cost. 

Mr. Paumer. Yes. 

Mr. Rees. You pay the Post Office Department about 3 cents 
apiece. 

PM. Pautmer. Yes. By sending it out to an entry point, we pay 
2.6 cents. There is a saving of 4 mills. The mail pay we pay was one 
part of the cost. We must pay the freight and handling charges to 
get it into the post office and the other end. 

Mr. Rees. But you can do it by paying 3 cents on the average. 

Mr. Pautmer. That is approximately the average. - 

Mr. Rees. What would it cost you if you sent that Saturday 
Evening Post by first-class mail? 

Mr. Patmer. It weighs a pound. It would cost 48 cents. 

Mr. Futuer. May | point out this in connection with the observa- 
tion Mr. Palmer made. This question of on-time delivery is very 
important to the publisher. 

Mr. Regs. I can see that it is. 

Mr. Futuer. With the freight we have daily reports where every 
car is. When a car leaves Philadelphia we know the next day where 
it is, and we can follow it across the country. 

Mr. Rees. You get special attention from the railroad company? 

Mr. Fuuuer. I am talking about freight. When we mail a thing we 
do not know where it is until it gets there. You take during the 
serious trouble we had with freight about a month and a half ago, when 
there was a bad hold-up, you remember. We were able to tell where 
those cars were, and we were able then to get men in there and do 
something about it. We cannot do that with mail. All of that is 
very important in connection with on time deliveries. 

Mr. Paumer. May I say to you there, Congressman Rees, in con- 
nection with what Mr. Fuller said, that at that time we made deliveries 
to our wholesalers when the post office shut down completely in sec- 
tions. 

Mr. Miuuer. At an increased cost. 

Mr. Patmer. No; the regular rate we paid. The rate did not 
change because there was an emergency. 

Mr. Miturr. In other words, your cars got through. 

Mr. Parmer. Yes, sir. Our trucks got through. The trouble 
there is, and again I do not want to sound too critical, but when you 
stop the mail terminals at half a dozen important points, it seems that 
you stop the entire post office operation. We could have gone around 
as an example, in Chicago, where it was shut down, if we were allowed 
to do it, we could go into Chicago and truck our mail down the street 
and put it in the office, and there would be no trouble. 

Mr. Futier. You take Portland, and I happened to be there at 
the time on a business trip, we could not get copies into Portland, 
Oreg., but we stopped the freight car at Walla Walla, and trucked 
them in. 
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Mr. Mituer. Was not there an increased cost? The other gentle- 
man just a minute ago blankly looked at me when I asked was the 
cost increased, and he said the cost was the same. The railroad costs 
were the same, but the cost of the particular magazines that you took 
off the train at Walla Walla, the railroad freight from Philadelphia to 
Walla Walla, and Philadelphia to Portland, is just about the same, 
is it not? 

Mr. Futuier. That is right. 

Mr. Mitier. Under the tariff. So added to those particular mag- 
azines that you handled were the trucking charges from Walla Walla, 
Wash., to Portland, Oreg., were they not? 

Mr. Futter. In that specific case, but there are a great many cases 
where it is not. 

Mr. Mititer. Wait a minute, Mr. Fuller. Let us be frank with one 
another. In this particular case, and you as a transportation man, 
Mr. Palmer, was not the trucking cost from Walla Walla to Portland 
added to the rail rate from Philadelphia to Walla Walla? You get 
the figures and check them up and put it in the record. 

Mr. Paumer. I will answer that. 

Mr. Mitier. Wait a minute. Was it not? 

Mr. Paumer. I cannot give you the exact rates that apply there, 
but ordinarily a shipment for Walla Walla goes into Portland as a 
carload lot. It goes in there every week. 

Mr. Miter. That is right. 

Mr. Patmer. We then use post truck, I do not know, for that point, 
or freight or express. : 

Mr. Miuuer. In some way. 

Mr. Patmer. In some way we get it out there. When you asked 
me that question, and I said there was no additional expense, if we 
are going to talk about something nationally——— 

Mr. Miuuier. You were talking about a specific instance, trying to 
show where when there is a little tie-up how the Curtis Publishing 
Co. could show up the post office because it got it through, and I 
asked you if there was additional expense and you said no. 

Then Mr. Fuller came in and talked about the Walla Walla situa- 
tion, and then I asked you not for anything else, but to answer 
this question, if you can. I said, were not the costs of shipping a 
carload lot of magazines from Philadelphia to Portland, I will put it 
this way, less than the cost of shipping that carload of magazines 
by rail to Walla Walla and then by truck from Walla Walla to Porte 
land? 

Mr. Paumer. I think probably there is some confusion there. 

Mr. Miuuer. There is no confusion. That is the question. We 
are talking about destination Portland, and we are getting into this 
because as I remember a carload of magazines goes out and weighs 
about 80,000 pounds, does it not? 

Mr. Paumer. It depends. 

Mr. Mitier. About 80,000 pounds. If I remember rightly under 
the laws of Oregon, you had to cross to Washington, you could not 
put more than 20,000 pounds on the truck, so you had to send four 
trucks over the hill, and the cost of those four trucks, taking them 300 
miles, I would almost bet would be more than the cost of rail from 
Philadelphia to Walla Walla. But you said it was not. 

Mr. Paumer. I said it was not, Congressman-—— 
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Mr. Mitier. Because it served your argument. We will drop the 
matter. If you want to put the cost if you did that, if you will send 
the figures to me, I will be happy to put a breakdown of this cost on 
this carload that should have gone from Philadelphia to Portland, 
that you delayed at Walla Walla and trucked from Walla Walla to 
Portland; certainly your records of the cost of that trucking operation, 
if you want to send them to me, I will gladly put them in the record. 
If you do not want to send them to me, I will not press for it. 
an Futter. That was merely quoted as an illustration of flexi- 

lity. 

Mr. Mituer. But at a cost, Mr. Fuller, that the Curtis Publishing 
Co. with all its money, if it had to do it week in and week out for a 
year in one place, would drive you broke more than the cost of these 
rates you are talking about, and you know it. 

Mr. Fuuuer. I was using it purely as an illustration of flexibility. 
We would not do it if it was not desired, and it happens once in a 
great while. 

Mr. Miiier. And you are thankful that it happens once in a 
great while. 

Mr. Fuutuer. Yes. 

Mr. Miter. I will ask you, could you stand the pressure of those 
costs? 

Mr. Futter. I would not know unless I saw the figures. 

Mr. Mituier. You would know about what those costs were. 

Mr. Fuuuer. I do not quarrel with you. 

Mr. Miniter. You would not quarrel with me; you know you 
would not be able to stand it. 

Mr. Fuuuer. It is true as has been in the past we normally ship 
to Portland and ship back by truck to all the towns. The result was 
when we took it from Walla Walla, we did not have to ship back 
from Portland. But the big end went to Walla Walla. 

Mr. Miter. I will leave this to your transportation agent. You 
would not have to ship to Walla Walla by truck if you wanted to 
ship in less-than-carload lots, but what would be the cost in differen- 
tial in freight in less-than-carload lots? That is what the Post Office 
is up against in some places. You would not use |. c. |. freight to ship 
your publications. 

Mr. Patmer. It would depend on the point and time and the service, 
many factors. 

Mr. Miter. In this particular case where you get terminal rates 
from Philadelphia to Portland, and I am not a transportation expert, 
but it is fundamental that you would not ship through if you could 
unload at Walla Walla, and bring it back, unless the original terminal 
rates were so much better. 

Mr. Pautmer. The rates would be just the same whether we went 
through or not. 

The CHarrMan. Mr. Fuller, you have a number of agents through- 
out the United States soliciting subscriptions to your magazine. 

Mr. Fuuuer. Yes. 

The CuHarrmMan. How many? 

Mr. Futuer. Thirty-eight thousand. 

The CuarrMan. You sent out a letter to those agents protesting 
this legislation. 

Mr. Fuuuer. We called their attention to it. 
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The CuHarrMan. You let them know you were opposed to it. 

Mr. Futter. We made that clear. 

The CHarrmMan. You also wrote this [reading]: 

If vou feel as I do about the magazine industry, you will probably want to write 
to the Representative in Congress representing your district. You may also wish 
to write the Senators from your State expressing vour views. If vou do not know 
the names of these persons, vou can easily secure them by asking friends, or if you 
want to write us, we can tell you who they are. Please understand this letter is 
but a suggestion to you. I am not asking you to write, but merely telling you of 
your opportunity. The letter you send should be your own voluntary action, and 
the thoughts you express should be put together by you. 

This form letter was sent to me by one of your agents out in Minne- 
sota with this letter [reading]: 

I am writing in regard to bill H. R. 2982 to increase postal rates on magazines. 
I am in the circulation work and have been for the past 21 vears for Curiis Pub- 
lishing Co. I have watched circulation grow by the thousands in all our good 
magazines to where most of the leading weeklics and monthly magazines talk in 
terms of 5, 10, yes 15 million readers. This I know is a fine thing for the country. 
To be well informed through the medium of our good magazines means an active 
and participating citizenry. But with the high sums of advertising revenue that 
come to the publishers, | see no reason why a raise in postal rates is not in order. 
In fact I think it is long overdue. I would hate to see subscription costs raised 
even the slightest, but I do believe the publishers have too much money to throw 
around, and I believe a raise in postal rates would be good for the whole publishing 
business, except of course religious, lodges, ete., where the effort is not personal 
gain. 

This form letter just arrived in today’s mail. 

Mr. Rees. Mr. Fuller, what is the total cost of your operation of 
the Curtis Publishing Co.? 

Mr. Futter. About $143 million. 

Mr. Rees. And what is the postage bill? 

Mr. Futter. The postage bill last year—you mean the second 
class? 

Mr. Rees. How much did the Curtis Publishing Co. spend for 
postage. 

Mr. Futter. You mean only second class? 

Mr. Ress. Yes. 

Mr. Futter. That was about $3,800,000, if I remember correctly, 
that is. 

Mr. Rees. That would be about 2 percent of your total. 

Mr. Futter. Yes. But the total transportation cost is very much 
higher. 

Mr. Rees. I understand. I am talking about postage now. That 
is the subject matter before us. 

How much have you increased the cost of your magazine to your—— 

Mr. Fuuver. I am glad you raised that question. 

Mr. Rees. I will ask the question to keep it straight and then you 
can explain after. How much have you increased the cost of the 
magazine to the customers in the last 10 years? 

Mr. Futter. There has been a substantial increase. 

Mr. Rees. It has been from 5 cents to 15. 

Mr. Futter. Yes, and from $2 to $6 on the Post. 

Mr. Rees. Five cents to 15 a copy, and $2 to $6 for subscription. 

Mr. Fuuier. Under the rates for long-term subscriptions they are 
somewhat less than that. I will give them to you if you want. On 
the Ladies Home Journal, the increase in price has been from $2 to 
$3. I do not remember what it was 10 years ago. 
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Mr. Rees. And of course you have been required to do that be- 
cause of the additional cost in getting out your paper. 

Mr. Fuutier. On the other hand, advertising rates in 1950 were 
actually less than they were in 1940. In other words—— 

Mr. Rees. How much more advertising did you have in 1950 than 
in 1940? 

Mr. Futver. That is the point. We faced the question in the 
early days of these cost increases as to what we were going to do. 
Were we going to try to secure larger revenue or greater volume. We 
were certain that the answer to this question of rising costs was 
greater volume, rather than higher prices. Therefore, we held down 
our advertising rates in order to stimulate volume. 

Mr. Rees. You decided you could make more money by stimulating 
volume than by increasing prices just like I would or anybody else 
would. 

Mr. Fuuuer. In 1940 we made 6} percent. In 1950, we made 4.3 
percent profits. The dollars were more. But the ratio steadily 
dropped all through that period. And we think the same thing is 
true to the post office. We think volume is important to them. 

Mr. Rees. How much more advertising did you have in 1950 than 
in 1940? 

Mr. Fuuiver. These figures are from memory, and I would not be 
certain they are absolutely correct. But there was about 2% times 
as much advertising in 1950 as ip 1940. 

Mr. Rees. And how much more was your circulation? 

Mr. Futter. About 25 percent. 

Mr. Rees. Of increase in circulation? 

Mr. Fuuver. Yes. 

Mr. Rees. How much more did you have to increase your cost for 
labor in the last 10 years? 

Mr. Futter. That is a matter of memory. I would say about— 
this is pure memory—I hate to give it to you. 

Mr. Rees. You know very nearly. 

Mr. Fuuver. Around 75 percent, | would say. 

Mr. Rees. 75 percent more you are paying for labor now than in 
1940? 

Mr. Fuuver. I would say approximately. 

Mr. Rezs. Paper has gone away up, too? 

Mr. Fuutuer. Yes. 

Mr. Rees. How much more now than in 1940? 

Mr. Fuu.er. Twenty-five percent, or maybe thirty. 

Mr. Rees. Is that all? 

Mr. Futter. About that. We make our own paper, that is, most 
of it. 

The CHarrmMan. You have your own paper mill? 

Mr. Fuuuer. Yes. 

The Cuarrman. Where is that located? 

Mr. Futter. Northern Pennsylvania, Loch Haven, Johnsonburg. 
We do not make all of it, but a large part of it. 

Mr. Rees. Now, I think you have a very wonderful operation. 
You publish splendid magazines, and they are read across the country. 
I think you have rendered a splendid service on publication of the 
Saturday Evening Post and your other magazines. And I think vou 
are entitled to credit for that wonderful service you have rendered. 
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Mr. Fuutier. Thank you. 

Mr. Rees. But I still think in view of the fact that you are using 
the mai! for commercial purposes, that is for the distribution of this 
material that goes through the mail, that you ought to go just as far 
as can be done to help out with respect to the increased cost to the 
Government in the transporting of this material through the mail. 

Now, you have raised the question about rural free delivery. You 
and I know that the countr y generally would not have the circulation 
that it has if it were not for the rural free delivery. 

Mr. Fuuter. | think it probably would be less. 

Mr. Rees. Probably—certainly. You and I know, and I take the 
Country Gentleman and all of your magazines, | think they are 
wonderful. 

Mr. Fuuuer. I do not quarrel with you, but I think a part of that 
cost is a public service. 

Mr. Rees. I agree with you. I realize that, and I agree part is 
public service. There is no question about it. But in view of all 
of these circumstances and conditions, I think you could be a little 
more liberal, if you will, because you are one of the leading publishers 
in this country. You are one of the big men in the whole country 
when it comes to publishing. 

Mr. Fuuuer. I said twice in here there should be an increase. 

The CHarrMAN. How much increase? 

Mr. Futuer. That is a matter to be decided. 

Mr. Rees. There is just one point I was driving at. Would you 
not like to submit—I tried to get you to do that 4 vears ago or 2 
years ago—your proposal of what ought to be done? You have 
studied it carefully. 

Mr. Fuuuer. I am perfectly willing to do that. 

Mr. Ress. I am just asking for your cooperation. 

Mr. Fuuuer. We have studied this question very carefully and 
we have listened to the testimony of other publishers. While I am 
appearing now for our company, I cannot deny the fact that I am 
chairman of the National Association, and as such I have to think 
of all of these things. I think the suggestions that have been made 
to you are fairly practical. In other words, I think if this rate 
could be increased on the basis of 10 percent this year, and 10 percent 
the next, and the year after, I think that could be absorbed without 
serious damage except to certain publishers. 

Mr. Rees. I am thinking of your case. 

Mr. Fuuuer. In our case it could be absorbed. 

Mr. Rees. In your company the postage is only 2 percent of the 
cost of your operation, according to your statement. 

Mr. Fuuter. It is still a lot of money. 

Mr. Rees. I realize that. I do not mean to indicate that it is not 
a lot of money. 

Mr. Fuuuer. I would like to point out to you gentlemen the point 
I covered before, that we deliberately made the choice in early 1940 
that we were going to try to build volume and not push the prices 
higher than we had—I am talking about advertising—and we did not. 
The net result is that we are making about half as much percentage 
profit, but our volume has gone up so that they are making more 
money. How much I hope you will agree with me that a profit of 
4.3 percent which was our profit last year as awfully close to the edge. 
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This business is a marginal business under any circumstances. When 
an industry in this country averages about 8 percent profit, 4.3 is not 
too high. We have necessarily all the time—Mr. Palmer does 
constantly watch ways and means to save a little money here and 
there and somewhere else. You want us to and we do. We put it 
in the service. Our readers get more for the 15 cents today than they 
got for the 5 cents 10 years ago. That is as it should be. But we 
also think we serve a very definite public purpose. I am not going to 
read the rest of this, Mr. Chairman, because you have it here, but I 
would like to touch on one or two things, if ! may. 

First, in considering the whole question of magazines, we have looked 
at other forms of public service, and I have touched on hospitals. 
Nobody expects hospitals to pay all their way. It is local, and every- 
body knows that some of the service has to be paid by the public as 
a whole. In the same fashion with universities and colleges. The 
students never pay all the costs. Some of the cost is paid by private 
foundations and some by governments. 

I think the publishing industry as a whole ought to have some con- 
sideration from that angle. You just said to me, Mr. Rees, that you 
more or less think the same thing. Now, there are other factors. I 
will not take but a moment. 

Mr. Rees. What I wanted to say was that in view of the increased 
costs that have come along in the last 10 or 15 or 20 years, and the 
costs against the Government for handling this material through the 
mail, it seems to me that men like you in your position should sort of 
take the leadership in the rate increases, instead of resisting them, 
that is, come along and say, “Let us get the thing figured out.”’ 

Mr. Fuuuer. In the first place, I have said we think this is the time 
there should be an increase. In the second place, we think a proper 
commission, and | mean by that a commission of traffic experts, 
publishing experts, post office experts, et cetera, should be set up to 
study the whole situation. If out of that comes a conclusion that the 
postage rate, after what increase you make, is not sufficient, then we 
have to face that particular thing. 

Mr. Rees. Would you leave it to the Commission to determine the 
rates? 

Mr. Futter. No, I think that has got to come back to this com- 
mittee. Again I do not want to belabor, but to go back to the 
Social Security Commission that I served on in 1937, those of us 
who were in Congress in 1937 or 1938 or 1939, in that committee, 
Senator Douglas was one of the members of it, and we had a lot of 
eminent people on that Commission. I think you will agree that the 
report of that Commission was enormously helpful to the Congress. 
The same thing was true 2 years ago when the other commission was 
reported. I think a similar type commission would be helpful here. 

Mr. Gross. You are one of the largest users of the mail in this 
country. Were you called in by the Postmaster General when this 
bill was formulated? 

Mr. Fuuuer. No. 

Mr. Gross. You were not consulted in any way? 

Mr. Fuuuer. No. 

Mr. Anruso. Mr. Fuller, would you ask your association to give 
us the benefit of their experience and studies on transportation costs 
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and handling costs, and submit a memorandum to us such as Mr. 
Palmer suggested? 

Mr. Fuxier. I would be very glad to do that. I have not said 
this before, that while Mr. Palmer is my company’s chief of trans- 
portation, he is also chairman of the transportation committee for 
our association, and therefore is very familiar with this. 

Mr. Chairman, if I may go ahead with just the closing of this report, 
I would like to do so. 

The CuarrMan. Go ahead. 

Mr. Futter. There are other dangers in a second-class rate increase 
which should be called to your attention. 

There is, for example, the present international tension. We pub- 
lishers think that newspapers and magazines are a vital part of Amer- 
ica’s primary psychological defense. Last year General Bradley said 
tome: “If we are unfortunate enough to be forced into a third world 
war, the psychological front will be of an importance equal to the 
militery front.” 

Senate Resolution 74, appearing in the Congressional Record of 
February 19, 1951, said [reading]: 

Whereas General Eisenhower has just reported to Congress that the security 
of the free world requires not only military and economic strength but a psycho- 
logical offensive in behalf of our democratic principles and aspirations— 

American magazine publishers realize their responsibilities in this 
regard and many of them have been increasing their foreign circula- 
tions. They send tens of millions of their publications outside of the 
United States and Canada each year. My own company distributed 
almost 1% billion pages in over 9 million copies of its publications to 
such foreign fields during 1950. This foreign circulation is not gen- 
erally profitable and has been expanded largely at publishers’ expense, 
at the urging of Government and military Teaders. 

I say this is a quasi-public business that we are in. 

A heavy burden of increased postal cost would adversely affect 
publishers’ earnings and might therefore force the curtailment of this 
national and international good will effort. 

We point out the widespread cooperation of magazines in carrying 
free advertising of Defense bonds, Red Cross, community chests, and 
so forth. Damage to magazines would mean damage here. 

I was national field chairman for the CED during World War II. 
That organization was working to insure a minimum of unemploy- 
ment when we turned from war to peace. You will remember that 
there were predictions that unemployment might reach 12 million. I 
remember being here when the War Production Board was closed out, 
and the statement was made at that time by certain groups that 
there would be 12 million unemployed. As a matter of fact, there 
was never much over 2 million, and I think CED was an important 
factor in maintaining that low degree of unemployment. But con- 
ditions look now as though they would be different some years hence 
after the defense effort levels off and when international tensions 
relax. Then we might face a severe drop in business volume accom- 
panied by serious unemployment and a sharp drop in tax income. 
There are a lot of factors that are going to make the difference. 
We are not in an all out war. We have a lot of production that is 
going into use through the war period and there is not going to be a 
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huge reservoir of demand as after the last war. At such a time a 
strong and alert national selling effort would be essential. 

The magazine and newspaper press of America is our country’s 
most important selling medium. Seventy-five percent of the personal 
selling in this country is in newspapers and magazines. It has taken 
psc Zi to build it to its present position. It is certainly not healthy 
today. There are hundreds of small publishers for each large one 
and the rate increase in H. R. 2982 could cause severe damage to 
all of them. 

I am not going to attempt to read the rest of it. You have it 
before you. 

The Cuarrman. Of course, your entire statement will be inserted in 
the record. 

(The statement referred to is as follows:) 


STATEMENT BY WaLTER D, FuLuerR, CHAIRMAN, THE CurTIS PuRLISHING Co. 


I am Walter D. Fuller, chairman of the board of the Curtis Publishing Co., 
of Philadelphia, publishers of the Saturday Evening Post, Ladies’ Home Journal, 
Country Gentleman, Holiday and Jack and Jill. I am speaking for my company 
in connection with section 2 of bill H. R. 2982 which, if adopted, would increase 
second-class postal rates. 

I have been in the magazine publishing business for 47 years and during that 
time I have been closely associated with all phases of the magazine publishing 
business and particularly with work simplification operations and with the design 
and installation of cost accounting methods. 

During many of these 47 years Post Office officials and mail users have come 
before this committee and have expressed widely different views concerning 
postal rates. But it seems to me that it is an injustice to this committee and to 
mail users if you must take action concerning rates without complete study and 
research of all the factors that should be given proper weight in such matters. 

The Curtis Publishing Co. agrees with the statement which the Postmaster 
General made before this committee that Congress should determine the funda- 
mental basis for postal charges. We agree with President Truman’s statement 
in his recent report to Congress that the subject of postal rates seriously needs 
further study. We do not think there would be a deficit in second-class mail if 
realistic cost accounting and fair allocations of Government expense were used, 
We urge, therefore, the appointment of a proper study commission to consider 

The fundamentals of Post Office cost accounting. 

The development of a proper formula for postal rate setting. 

The further accomplishment of economies, simplifications, and betterments 
in the postal service. 

The advisability of the appointment of an independent and permanent 
Government board to report to Congress upon Post Office affairs. 

The importance of a postal commission or board was considered by your com- 
mittee in 1949, when Mrs. St. George introduced bill H. R. 1008 during the 
Kighty-first Congress. This bill proposed a board within the Post Office Depart- 
ment. TI cannot agree upon this location, but certainly applaud Mrs. St. George’s 
idea of a board or commission. I draw your attention to bill H. R. 1008 merely 
to indicate that this thought is not new to your committee. In fact publishers 
have urged for years ihe need for a study of postal raies and in particular a study 
of the fundamentals in Post Office accounting. We have been accused of a.tempt- 
ing to delay action upon rate changes by this urging. I point out that if our 
suggestion had been taken, the surveys would long since have been completed. 
We believe that the radical increasing of second-class rates before such determina- 
tions are made is a case of “hanging the victim and trying him afterward.” How- 
ever, at this time we do not protest a moderate increase in rates. 

The magazine and newspaper business was founded on low unit prices for its 
product. To be successful it must be maintained on that basis today. ‘That is 
why we are constantly devising new selling and delivery methods. Any increase 
in cost per unit, however small, results in greatly increased costs for the total. 
When the postal rates were placed on a zone basis in 1918, we found it necessary 
to divert a large portion of our mail to other means of transportation. 
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Most magazine publishing is both a private and a quasi-public activity. It 
operates on a marginal profit percentage and must use every opportunity to assure 
economical production and distribution. For the larger publishers substantial 
volumes of circulation are essential. These larger publications can use various 
methods of distribution, can gain’ by the spread of overheads, can utilize by- 

roducts, and so forth, and do this in ways not available to smaller publishers. 
he one point at which all publishers are equal is second-class postage. 

Both subscription and single copy sales have advantages and disadvantages. 
Today these are about in balance. The large publisher can use single copy dis- 
tribution more efficiently than the small publisher. Any substantial change in 
conditions will upset the balance between these two methods. The increase in 
second-class rates proposed in H. R. 2982 will be such a substantial change. 
We think this would be unfortunate and unsound from a national viewpoint. 

There are about 25,000 publications now entered under the second-class privi- 
lege. Of these only about 100 can be considered as large magazine publications. 
Any action which would destroy or seriously injure the smaller publications would 
gravely involve the whole principle of free speech and a free press. As large 
publishers, we oppose such an action. The destruction and control of the multitude 
of small publications might make easy the taking over of the large ones—witness 
the recent trends in Argentina. 

The Curtis Co.’s agricultural magazine, Country Gentleman, and our children’s 
magazine, Jack and Jill, are delivered principally by subscription and hence by 
mail. ‘The delivery of our other publications is roughly one-half by subscription 
methods. The other half is shipped by freight to wholesalers throughout the 
world. These wholesalers supply single copy sales outlets like newsstands, drug 
and grocery stores, bookstalls, and so forth. 

Certain large publishers, including ourselves, decided 2 years ago to attempt 
a new combined subscription delivery and selling plan completely outside of the 
mails. We have been delivering some 15 different magazines in 3 cities by 
this method. Altogether we have now delivered nearly 1,500,000 copies of 
magazines in this manner and thus have sufficient experience to make compari- 
sons. Subscribers like the service. We doubt whether this withdrawal of maga- 
zines from the mail in these cities has resulted in any economy to these post offices. 

The decision for or against this new plan will depend upon our success in secur- 
ing greater sales volume in these cities than elsewhere and not solely upon our 
matching postal delivery costs. At this time subscription sales in these cities 
are increasing and we show a steadily decreasing cost per copy. There are other 
advantages to the plan. These include economies and more rapid service in 
completing changes of addresses and through the usage of unsold newsstand copies 
as first copies to new subscribers. If the rates on second-class mail contemplated 
in this bill are imposed, we will expand this plan. 

When I mentioned this new plan of delivery at congressional hearings in 1950, 
the comment was passed that perhaps it would be a good thing financially for the 
Post Office if some large publishers did withdraw from the mails. Such a state- 
ment provokes a discussion of the Post Office cost-accounting system. 

The President, in his message to Congress on February 27, said: “In the fiscal 
vear 1952 more than 6 billion individually addressed newspapers and magazines 
are expected to be carried, at a cost of about $242 million. But the postage paid 
will be only about $42 million.’”’ The figures of expense which the President 
mentions are derived from estimates made from the Post Office cost-accounting 
system. These cost figures are misleading because in the present postal cost 
system the fundamentals of a cost-accounting system for a combined Government 
service and business-type organization are not treated in a realistic manner. 

Here is wha. I mean. Post-office cost accounting is determined on a weight and 
per piece basis, without consideration of public service factors. However, these 
factors are basic and paramount in the operation of the Post Office and should 
influence the setting of postal rates, because the Post Office is primarily a service 
to all the American people and only secondarily is it a business. 

For illustration, | am informed that a very large number of the smaller post 
offices in the United States— he total is now in excess of 41,000—do not take in 
sufficient money to pay their own expenses. No increase in second-class rates 
which is practical would materially change this situation, yet the continuance of 
these post offices is necessary to adequately serve the public. 

There are other dangers in a second-class rate increase which should be called 
to your attention. 

There is, for example, the present international tension. We publishers think 
that newspapers and magazines are a vital part of America’s primary psychological 
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defense. Last year General Bradley said to me: “If we are unfortunate enough 
to be forced into a third world war, the psychological front will be of an importance 
equal to the military front.” 

Senate Resolution 74, appearing in the Congressional Record of February 19, 
1951, said: ‘‘Whereas General Eisenhower has just reported to Congress that the 
security of the free world requires not only military and economic strength but 
a psychological offensive in behalf of our democratic principles and aspira- 
tions. * * *” 

American magazine publishers realize their responsibilities in this regard and 
many of them have been increasing their foreign circulations. They send tens 
of millions of their publications outside of the United States and Canada each 
year. My own company distributed almost 1} billion pages in over 9 million 
copies of its publications to such foreign fields during 1950. This foreign circu- 
lation is not generally profitable and has been expanded largely at publishers’ 
expense, at the urging of Government and military leaders. A heavy burden of 
increased postal cost would adversely affect publishers’ earnings and might there- 
fore force the curtailment of this national and international good will effort. 

We point out the widespread cooperation of magazines in carrying free adver- 
tising of Defense bonds, Red Cross, community chests, etc. Damage to magazines 
would mean damage here. 

I was national field chairman for the CED during World War II]. That organization 
was working to insure a minimum of unemployment when we turned from war to 
peace. You will remember that there were predictions that unemployment might 
reach 12 million. But conditions look now as though they would be different 
some years hence after the defense effort levels off and when international! tensions 
relax. Then we might face a severe drop in business volume accompanied by 
serious unemployment and a sharp drop in tax income. At such a time a strong 
and alert national selling effort would be essential. The magazine and newspaper 
press of America is our country’s most important selling medium. It has taken 
decades to build it to its present position. It is certainly not healthy today. 
There are hundreds of small publishers for each large one and the rate increase in 
H. R. 2982 could cause severe damage to all of them. 

May I say in closing that we stick to our statement that it would be better to 
have the survey completed before taking action on rates, but if Congress thinks 
immediate action is essential, then we do not protest a moderate rate increase, if 
it becomes effective over a period of years. We are certain, however, that the 
radical inerease proposed in bill H. R. 2982 would do great damage not only to 
the publishing industry but to our country. 

Mr. Futter. Unless there are other questions, we thank you for 
the opportunity of appearing before you. 

The Cuatrman. Mr. Hagen has a question. 

Mr. Hacen. These letters that you sent out to your agents, were 
helpful in keeping them posted, and fully aware of what is going on 
in Washington. It is always well to keep the public informed. I 
got quite a few letters back not only from your agents, but many 
other subscription agents throughout the country, many of whom 
are representatives for many other magazines. They might handle 
50 or 100 or 1,000 different publications for which they are an agent, 
and on which they make a living when they secure subscriptions. 
Many of them are cripples and people who are bedridden and at 
home as shut-ins. They do a business by mail and by phone. That 
gives them a living and makes them self-supporting citizens. So they 
are vitally concerned about this matter, and it is good, I think, that 
you notified them. I received many letters which I could put in the 
record showing the dangers of this 100 percent increase in second-class 
mail rates. 

Mr. Futter. You understand the reason I wrote the letter was 
this, this is their livelihood in many cases. Not im all cases is it a 
side livelihood that is important to them. I did not think I would be 
serving my duty as the executive of our company if I did not call to 
the attention of this group this legislation. I thought it was my duty 
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to these people who are either direct employees or part-time employees 
of the company. That is the reason I sent them the type of letter 
that I did, which was certainly not a violent attack of any kind. 
It was simply a matter of calling attention. 

Mr. Hagen. You mentioned the second-class postage bill. That 
was only for second class. That was a little less than 3 million. 

Mr. Futver. Third class, of course, is important to us. 

Mr. HaGen. What was your second class? 

The CnarrmMan. About 4 million, he testified. 

Mr. Fucier. $3,900,000. 

The CuarrMan. That is for second class only? 

Mr. Fuuier. Our total transportation is about 8 million. 

The CuarrMan. In addition you have a first-, third- and fourth- 
class postage bill. 

Mr. Fuuier. That is right. 

Mr. Hacen. This bill would increase the first class to 100 percent 
in Many cases, on post cards. 

Mr. Fuuuer. Yes. 

Mr. HaGen. On third class it recommends 100 percent. It is a 
fairly large increase of fourth. 

Mr. Fuuuer. It increased our third class about half a million dollars. 

Mr. Hagen. So it would increase the total postage bill considerably. 

Mr. Futter. Well over $5 million. That is pretty close to our 
profit last year. The profit was $6 million. 

Mr. Hacen. It occurred to me that you with your efficient organiza- 
tion that you have and others of a large nature might have considered 
the idea of taking the bulk mail out of the Post Office Department and 
handling it with your own distribution service and system. 

Mr. Futter. That is why we set up these three cities for experi- 
mental purposes. 

Mr. Hagen. If the rates are raised too high, then you might find 
it good business, and everybody would agree that it would be a 
smart thing for you to do, to not use the mails to such a great extent, 
especially on the bulk mailing in metropolitan areas. 

In other words, where the cream of the business for the Post Office 
Department is, you would take it out, and use your own method of 
distribution. Is that a possibility for you and other publishers? 

Mr. Fuuvter. Mr. Hagen, any increase at all will change the balance 
in this particular picture. In certain places where it has been less 
expensive to use the mail it will become more expensive to use mail 
and automatically there will be some shifting. The more it is in- 
creased, the more shifting will take place. We are not too far from 
a position, not only ourselves, but some 15 magazines working with 
us, where we may be able to set up a real distribution and selling 
organization. I personally hate to see it, because it is just another 
business and we have enough to do now, but it may come, and we 
have to be guided by cost because it is a marginal profit business for 
everybody. 

I would also like to point out to you gentlemen what must be 
obvious to you, and that is if we were able to set up a business of that 
kind, that we would greatly simplify the problem of changing ad- 
dresses on subscriptions. Today people write in and a lot of extra 
copies are used to control the change. When you control the dis- 
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tribution, you change the card in the file, and next week it is delivered 
to a new address. 

That is another factor, that on the last day of sale copies can be 
picked up and used up on the new subscriptions, which is not possible 
in the present situation. 

Mr. Haaen. If you and other publications do go out of the mail 
to a great extent, especially in the large areas of population where 
you have a heavy subscription distribution, would that in any way 
affect the cost of the rural route service out of these towns or the fourth- 
class post-office expense in this area? 

Mr. Fuutuer. I think you gentlemen have to answer that, rather 
than myself. Our whole principle in our business is to build volume, 
build just as big a volume as we can build, because we know that re- 
duces cost and in the long run we are better off. If a large volume is 
to leave the mails, I am sure that the net result will be a larger post- 
office deficit. But 1 cannot prove it. 

Mr. Hagen. I think you are right about that. In other words, 
the salaries of the rural carriers and other expenses are still the same 
in that post office. 

Mr. Futuer. It will violate every industrial principle if it does not 
happen. 

Mr. Hacen. There are over 40,000 post offices in this country. 
Now, we set up many little fourth-class post offices throughout the 
country for service to the people in that area, not because it was 
going to make money. In fact, we knew it was going to lose money 
when it was established, and the record shows it does lose money in 
fourth- and third-class offices. In Virginia there are 1,206 fourth- 
class post offices. In the State of Kentucky, there are 1,817. Whereas 
in the State of Minnesota, there are only 365. 

Now, with those figures in mind, and Kansas, by the way, has only 
376, Tennessee only 409, but it is quite apparent from looking over 
this list of fourth-class offices by States that many States have an 
excessive number of fourth-class offices that are not paying their way, 
but are set up there for service. 

Is there any reason why that sort of a set-up which we in Congress 
think, or most of us, at least, because it gives service to those people, 
why do you believe you should pay for that sort of thing? 

Mr. Fuuver. I| think definitely that offices of that kind should be 
maintained. I think, gentlemen, and I have said it over and over 
again, I think the post office is fundamentally a service to the American 
people, and secondly it is a business. I think that the service factors 
are not properly considered in your cost-ascertainment scheme 
today, and I think it just cries aloud for some determination by which 
that factor will be recognized, and appear actually in your figure. 

Mr. Haagen. In other words, these fourth-class post offices which 
are a service to the people should not necessarily be considered as a 
cost item in determining second-class mail rates altogether. 

Mr. Futter. It is just as much service as the Department of Com- 
merce and Labor. 

The Cuatrrman. You would not have so much distribution of the 
Country Gentleman in the rural districts without that service. 

Mr. Fuuuer. I am not quarreling with that. 

Mr. Hacen. They were set up primarily at the beginning as a 
service to the people, and I think it should be paid for by all the 


people. 
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Mr. Futier. I said in my statement which I did not read, that we 
pay our taxes, we have never complained about paying taxes in my 
time, at least, and I do not think we ever will, but we do object to 
paving twice for the same thing, and we think as far as the public 
service is concerned, if we are asked to pay high increases in postal 
rates, we are not objecting to the moderate, we are approaching the 
time when we pay twice for the same thing, and I do not think we 
should. 

The Cnatrman. Of course, you get credit for any postage paid in 
connection with your corporation income tax, do you not? 

Mr. Fuuuer. Yes, but that is different. 

Mr. Hacen. One further statement. These fourth class offices, 
of course, are there for the public interest and the public good, but 
do you think that you should have to pay a further part of that cost 
when it is for the publie service and public good? 

Mr. Futter. I think it is all covered in the statement as to what 
I think on that, Mr. Hagen. 

Mr. Hacen. That is all. 

Mr. Lesinskr. I would like to offer a suggestion. First, we do not 
want to put you out of business, that is, the committee as a whole. 
But could you explain to the readers of your magazines about the 
operations of the Post Office Department? In other words, it would 
enlighten the people because the people are told that the post office is 
losing money here and here. If you could explain to the readers what 
the Post Office Department is doing, I think it will help us quite a bit. 

Mr. Fuuier. I think we very definitely should. We have carefully 
stayed away editorially from discussion on this particular subject with 
the readers because we felt to some degree—let me put it this way: At 
least in our company, and in many other publishing companies, we 
regard the editorial department as the representatives of the public, 
and they are in charge of that particular activity. The business 
department does not intrude on the editors. Sometimes they print 
something we in the business department do not agree with, but 
nevertheless, we attempt to keep complete freedom of the press. 
I have never felt up to the present time, at least, that we should 
intrude upon the editor with a thing that affects the business side oi 
the operations of the business. Nevertheless, I personally believe 
that if you gentlemen decide that vou are going to appoint the type 
of commission that was suggested originally, as far as 1 know, by Mrs. 
St. George, and repeated since then in the discussion. I think we should 
discuss as when the Hoover Commission was appointed. In other 
words, I would take it to our editors and recommend it to them. 
But do not get the impression because I recommend it that it would 
appear. 

Mr. Lestnsxr. You agree that the Post Office Department is doing 
a great job in outlying towns, and it definitely costs the post office 
money to maintain those. You agree that they are a good thing. 
Generally the people feel that the Post Office Department is very 
efficient. 

Mr. Futier. Lagree with you. The point you are making is exactly 
the point I made to the chairman of these various committees that Mr. 
Murray spoke about. I said right within your organization you have 
people who know this business and you do not call on them. It is a 
mistake. 
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Mr. Lesinskt. It is my suggestion that if you in your magazines 
would explain to the public what the situation is—— 

Mr. Fuuier. I cannot promise it. We have lived for many years 
with this, and I am a complete advocate of the idea that the editor 
should be completely independent. 

Mr. Lesrnsxt. I will agree with you. 

Mr. Hagen. Mr. Fuller, I would like to get your reaction to this 
statement. If the post office is going to more and more adopt the idea 
of public service or more and more adopt the program or policy of 
running the department on the basis of trying to break even or having 
the lowest possible deficit, regardless of service, then would it not be 
well to look into many phases of the operation of the Department, 
just as this one example. 

For instance, in Kentucky, they have 817 fourth-class offices, in 
Virginia 1,206, in West Virginia 1,153, compared to less than one- 
fourth or one-third fourth-class post offices in many States having a 
bigger population. This shows that there might be a need to look 
into the situation there. It may not be good business, but in my 
opinion it does serve the people of that,area. But if they are going 
into a policy of having less service, or at least dropping that aim to 
some degree from time to time, and having a view in mind of trying 
to adopt more so-called business principles to the end that they may 
have a profit or at least a lower deficit, without regard for public 
service, then in your mind do you not think they could look into 
that and other operation? 

Mr. Futver. I think that is all a part of what this commission 
should look into. I think there are a lot of things that should be 
studied that never could be conceivably done by a House or Senate 
committee. They have to be done by groups originated for that 
purpose, in my judgment. 

The CuarrmMan. Thank you, Mr. Fuller. 

Mr. Funtiter. Thank you. 

The Cuatrman. The next witness is Bruce Campbell. 


STATEMENT OF BRUCE A. CAMPBELL, CHAIRMAN, ELKS 
NATIONAL MEMORIAL AND PUBLICATIONS COMMISSION, 
ELKS MAGAZINE, NEW YORK CITY, ACCOMPANIED BY JAMES 
R. NICHOLSON, GENERAL MANAGER OF ELKS MAGAZINE 


Mr. Campse.u. I shall not take over 15 minutes of your time 
because the presentation I have to make has been reduced to pamphlet 
form, and copies filed for the record. 

The Cuarrman. Your statement will be made a part of our record at 
this point. 

Mr. CAMPBELL. Yes, sir. 

(The statement referred to is as follows:) 


STATEMENT SUBMITTED BY Bruce A. CAMPRELL, CHAIRMAN, THE ELKS NATIONAL 
MEMORIAL AND PUBLICATION COMMISSION 


Mr. Chairman and members of the committee, in connection with your con- 
sideration of H. R. 2982, a bill to readjust postal rates, the Elks National Memorial 
and Publication Commission of the Benevolent and Protective Order of Elks, 
publishers of the Elks magazine desire to present the following statements: 

The Benevolent and Protective Order of Elks was organized in 1868. 
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Its membership is confined to white male citizens of the United States of 21 years 
of age or over, believing in God. 

It has grown into a fraternity with a membership of 1,044,029 comprised in 
1,583 lodges. 

In 1922, the grand lodge of the Benevolent and Protective Order of Elks 
established the Elks magazine as a medium through which the history, traditions, 
purposes and aspirations of the order could be taught, and through which informa- 
tion of its current activities could be disseminated. 

Results prove that through the Elks magazine the members of the order are 
inspired to continuing effort in patriotic, humanitarian, charitable, philanthropic, 
educational, governmental and civic movements. 

The responsibility for the management of the Elks magazine rests with the 
members of the Elks National Memorial and Publication Commission, serving 
without compensation. They are the following past grand exalted rulers of the 
order: Chairman, Bruce A. Campbell, East St. Louis, Ill; vice chairman, John R. 
Coen, Denver, Colo.; secretary, John S. MeClelland, Atlanta, Ga.; assistant 
secretary, Michael F. Shannon, Los Angeles, Calif.; treasurer, James T. Hallinan, 
New York, N. Y. 

While the order is incorporated, it is incorporated as a nonprofit corporation 
under the laws of the District of Columbia and none of its net income inures to 
the benefit of any private stockholder or individual. 

Its charter provides “that the business of such corporation is benevolent and 
charitable, and to inculcate the principles of charity, justice, brotherly love and 
fidelity; to promote the welfare and enhance the happiness of its members; to 
quicken the spirit of American patriotism; to cultivate good fellowship; to per- 
petuate itself as a fraternal organization and to provide for its government.” 

Any surplus above the actual cost of production is applied to the patriotic, 
humanitarian, charitable and civic activities of the order. 

We desire the members of the committee to be informed in respect to the uses 
to which the excess income over expenses of the Elks magazine has been applied. 

Each year at the session of the grand lodge of the order, such surplus accumu- 
lated by the Elks national memorial and publication commission as is not needed 
for the working capital of the Elks magazine is turned over to the grand lodge, 
in some instances for specified purposes, and in other instances for the general 
expenses of the grand lodge. 

Exhibit A shows the surplus of the period from the establishment of the Elks 
magazine to May 31, 1950, and the disposition made of such surplus. 

The editorial content of the Elks magazine is a continuous inspiration to the 
lodges to strengthen, develop, and carry on their activities of service to their 
country, their community and to their fellow men. 

It does this through a message in each issue of the magazine from the grand 
exalted ruler of the order to the members of the lodges, and through reports of 
actual activities of various lodges which inspire other lodges to similar activities. 

Exhibit B shows a record of the patriotic, charitable, and other activities of 
the subordinate lodges from the date of the establishment of the Elks magazine 
in 1922, to the conclusion of the last fiscal vear of the order, ending March 31, 1950. 

It is our desire that the members of the committee may be informed relative 
to the general character of the patriotic, humanitarian, charitable, and civic 
services of the order recorded in exhibit B. 

Exhibit C gives such detail of the $6,104,373.18 thus expended by the order 
in the year ending March 31, 1950. 

In order that the members of the committee may see how these expenditures 
are distributed geographically. 

Exhibit D is attached, showing such distribution by States and special juris- 
dictions. 

The Eiks magazine has been very effective in stimulating the members of the 
order in patriotic services of an outstanding character, particularly emphasized 
during the duration of World War IT. 

Exhibit E gives a condensed synopsis of the outstanding services of this char- 
acter to which the lodges and the individual members of the order contributed so 
helpfully. 

The Elks magazine has given freely of its space for the promotion of projects 
of the armed services, and other agencies of our Government, and of various 
charitable and educational institutions and organizations 

In the last 3 years alone, the Elks magazine has donated a total of over a 
full page per month to such agencies and projects as: United States Government 
bonds, United States Coast Guard, Publie Policy Committee, American Red 
Cross, American Cancer Society, United Service Organization, Community Chest, 
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a March of Dimes, Tuberculosis Seals, American Heart Association, 
anc 

The space devoted to those causes in the last 3 years had an advertising space 
value of nearly $50,000. 

The Elks magazine has supported effectively the many charitable and civic 
projects of the State associations of the order. These include such activities as 
crippled children’s hospitals maintained either entirely by State associations, or 
hospital wings whose care is undertaken by such associations in Alabama, Florida, 
Georgia, Idaho, Kentucky, Illinois, Nebraska, New Jersey, Texas, and Washing- 
ton. 

Summer camps for underprivileged children are another first-line activity of the 
North Carolina, Maryiand, Delaware and District of Columbia, Missouri, North 
Dakota, South 'C arolina, New Hampshire, Vermont, Virginia, New Mexico and 
Texas associations w hich maintain their own camps and are frequently promoted 
through the magazine’s pages. 

Arizona, Indiana, New Jersey, and Kansas are engaged in the care of patients 
suffering from specific diseases, such as tuberculosis and cancer and in the re- 
habilitation of paraplegics and the promotion of logopedics. These programs 
have received much assistance from the Elks magazine, as have the many youth 
movements undertaken by several of the associations, particularly in Massachu- 
setts, which have done so much to combat juvenile delinquency. The educational 
activities of the associations, all of which provide scholarships for worthy students 
in their States, have been benefited immeasurably by magazine coverage. 

The Elks magazine has been an important factor in publicizing and promoting 
the development of the outstanding educational and humanitarian activities of 
the Elks National Foundation, an instrumentality created by the Grand Lodge 
of the Order of Elks “for the furtherance of such of the charitable, educational, 
aud benevolent activ ities of the order or its subordinate lodges or associations of 
such lodges or otherwise’”’ as its trustees may determine. 

The fund of the foundation now amounts to over 24 million dollars, the income 
of which is being used for assisting local lodges and State associations in carrying 
on such activities as those referred to above. Not a cent of principal fund or 
interest is used for administrative or other expenses of the foundation. 

Since its creation, the Elks National Foundation has made contributions to 
(up to April 30, 1950): 


Scholarship student prizes. --- _. $210, 900 
To various State associations for fostering philanthropic endeavors: 
Arizona tubercular hospital eta Pn nelaenian Pee 38, 250 
California scholarships - — ~~ _-. ; ; a 3, 950 
Connecticut scholarships___....._.-...-.------ ae A 2, 250 
Colorado scholarships - - —- sat a he 2, 450 
Florida crippled children rehebilitation ce eee ae 10, 000 
Georgia crippled children rehabilitation ___- : 2, 600 
Idaho convalescent home and crippled children rehabilitation. 1, 650 
Tilinois scholarships and crippled children rehabilitation —__ -- 6, 450 
Indiana scholarships dy : 2, 450 
FP NR ick Sno cao cine < ie demon ae de oe 3, 450 
Maine scholarships - - - - - 1, 400 
Maryland, Delaware, and Distriet of Columbia boys’ camps and 
children’s rehabilitation _ 2, 400 
Massachusetts scholarships _ _ : re 29, 600 
Michigan scholarships. 2, 900 
Minnesota welfare work at Mayo Clinic 4, 300 
Missouri furnishing eye glasses to children and assisting boys s 
1, 100 


Montana scholarships ss 1, 450 
Nebraska crippled children and scholarships _ 53 leds, 1, 650 
Nevada crippled childrens ward si siio gaz haz 1, 000 
New Hampshire scholarships__--__- 2 ss eee 300 
New Jersey crippled children rehabilitation _ __- = eee 22, 100 
New York scholarships and hospital work _ - © Ore 23, 700 
North Carolina establishment and maintenance 

and boys camp yes aS 1, 900 
North Dakota crippled children rehabilitation _ : 1, 600 
Ohio scholarships and hospital program and soc ial and com- 

munity welfare program ip dae bars 2, 750 
Oregon scholarships and childrens program ------_-_--- 2, 200 
Pennsylvania scholarships 17, 500 
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To various State associations, ete.—Continued 

Rhode Island scholarships ie es ye ; bia Me ih $1, 100 
South Dakota crippled children _ Rahat ee cae , 500 
Tennessee scholarships se oenes 800 
Texas crippled children rehabilitation _____. = es A 850 
Utah scholarships____ 200 
Vermont Fresh Air C amp for crippled. children __ pirat , 650 
Virginia Boys Camp PO got , 400 
Washington scholarships _- Ee 900 
Ww e st Vi irginis u a d children rehabilitation : sth , 150 

3, 300 


Total 411, 100 


The Elks National Foundation trustees, taking recognition of the part that 
the Elks magazine has played in promoting the benevolent projects in which 
the foundation is interested, have said: 

“The Elks National Memorial and Publication Commission has made available 
to us the pages of the Elks magazine through which we have been able to ac- 
quaint the membership with our activities. We are grateful not only for the 
generous allocation of space for our announcements, but also for the splendid 
editorials in support of our cause.” 

For the fiscal year ending May 31, 1950, the Elks magazine had an income 
of $1,160,851.49. Of this amount $971,940 was accounted for by subscriptions; 
the net advertising receipts were $188,018.89 and there was additional revenue 
of less than $1,000. 

For the benefit of the committee, there is filed with the clerk of the committee 
as exhibit F the annual report of the commission filed with the Grand Lodge at 
Miami, Fla., in July 1950. 

While nearly one-half of the Members of the House, a majority of the Members 
of the Senate, 9 of the 23 members of the House committee and 8 of 13 Members 
of the Senate committee are believed to be Elks and receive monthly a copy of 
the Elks magazine, yet for the benefit of those who are not Elks we are filing 
with clerk of this committee copies of the January, February, and March issues 


of the magazine in order to acquaint the committee with the stvle, content, and 
character of the magazine. These are marked ‘‘Exhibits G—1, G—2, and G-3.” 


THE REASON FOR OUR OPPOSITION TO THE PROPOSED RATE INCREASE 


The Order of Elks has become an established institution in the country; its 
activities have been favorably recognized by the Government and by the publie 
generally. This growth of the order and the influence of the magazine has 
resulted largely from the existing second-class postage rates. The War Depart- 
ment, the Navy Department, and the Treasury Department have all been aided 
by the order and by the magazine and have expressed, as heretofore shown, 
appreciation of the efforts of the order in relation to their work. 

The Order of Elks carries on a broad program of philanthropic and educational 
activities, all in the public interest. The Elks magazine is a vital influence in the 
promotion and successful conduct of these activities. Furthermore, net revenue 
obtained through the publication of the Elks magazine above the cost of opera- 
tions is contributed to the support of these activities in the public interest. 

The present second class postage rate has made it possible for the Elks magazine 
to make these valuable contributions, including those which are in actuality, 
services rendered to the Government. If the postage of the Elks magazine were 
doubled, as proposed by the pending bill the net earnings of the magazine would 
be drastically reduced. In consequence, the activities carried on by the order 
in the public interest, including those in direct aid of agencies of the Government 
would have to be curtailed in proportion to such loss of revenue. 

The proposed increase in the second-class postage rate would result in lessening 
the opportunity for the Order of Elks to carry on its philanthropic, charitable, 
educational and patriotic activities, its promotion of a vigorous civil defense 
program, its contribution to the comfort and entertainment of the members of 
our armed services and its continuous aggressive attack against communism and 
all un-American activities. 

This presentation of our views in opposition to the proposed legislation is filed 
on behalf of the Benevolent and Protective Order of Elks of the United States 
of America, its 47 State associations, its 1,583 subordinate lodges, and its 1,040,000 
members in good standing. It has been prepared and is filed on behalf of all of 
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these by the Elks National Memorial and Publication Commission, and is respect- 
fully submitted to the committee. 


Exuisit A.—Surplus of the Elks magazine and disposition of same, June 1922 to 
May 31, 1950 


Transferred from surplus as follows: 

To grand lodge for grand lodge uses $2, 492, 474. 33 
To national memorial headquarters commission to cover cost 

of art features—National Memorial Bldg., Chicago 480, 000. 00 
To national memorial headquarters commission to caver 

maintenance, taxes, city improvements, and administra- 

tive costs—National Memorial Bldg., Chicago 1, 031, 725. 30 
To grand lodge for additions and new building—FElks Na- 

tional Home, Bedford, Va 2 350, 000. 00 
To grand lodge to defray cost of district deputy visits 15, 466. 22 
To Eiks War Commission for furtherance of war effort pro- 

grams_ 50, 000. 00 
To Elks National Veterans Service Commission for further- 

ance of postwar veterans rehabilitation programs 100, 000. 00 
To Elks National Foundation for furtherance of philanthropic 

activities _. 75, 000. 00 
To grand lodge for creation of emergency reserve fund_ _ 350, 000. 00 
To grand lodge to defray costs of rededication exercises, Elks 

National Memorial Bldg., Chicago__ 15, 648. 71 


Total _ _- atik whee 4, 960, 314! 56 


Exuinir B.—Annual patriotic, humanitarian, charitable, and civic activities 
of the Order of Elks (statistics) 


1923_ $2, 017, 561. 11 | 1938 $1, 417, 237. 47 
. 2, 432, +44 50 | 1939 , 541, 005. 86 
1925 484, 250. 18 | 1940 , 628, 660. 30 
1926_ 407, 008. 10 1941 , 778, 075. 26 
1927 497, 923. 97 | 1942 , 071, 324. 61 
1928 556, 634. 44 | 1943__ . , 253, 091. 92 
1929 449, 179. 79 | 1944_ . 3, 003, 974. 89 
1930 640, 701. 41 | 1945 3, 753, 800. 86 
1931 677, 855. 36 | 1946_ 4, 208, 533. 16 
1932_- 321, 798. '947_ 5, 022, 896. 86 
1933_-_- 869, 754. 1J48 5, 765, 239. 76 
1934__. , 402, 776. 1949___ 5, 878, 042. 14 
1935 , 290, 386. 1950__ - ), 104, 373. 18 
1936_ st ‘ , 304, 869. nme 
1937. ‘ : 1, 400, 248. 7: Total _- 76, 179, 846. 17 
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Exuisir C.—Details of patriotic, humanitarian, charitable and civic activities of 
the Order of Elks, for the year ending Mar. 31, 1948, divided as to items 


Activities: 

Relief of members, their widows, seine dependents, burials, 

Z . . : $648, 387. 16 
Summer camps, outings, etc. Et ee thaws 207, 963. 95 
Milk, ice, and fuel_- i and poet 3 : 78, 122. 43 
C rippled children _- - : ies sven 615, 767. 51 
Medical aid and hospitals. ee : - 724, 104. 72 
Miscellaneous charities. - ; Re : , 185, 972. 53 
General aid to needy families : 219, 005. 69 
Thanksgiving baskets and Chris ‘tmas baskets____- : 685, 286. 16 
Scout work (500 lodges sponsor | or more troops) 230, 844. 58 
Big Brother work-_ rites 158, 678. 56 
Play grounds, including prize 3 : soe rf 330, 373. 64 
Scholarships, textbooks, ete - , 163, 978. 41 
Red Cross, Salvation Army, ete 396, 325. 16 
Veterans’ relief : : 162, 332. 99 
Flag Day, Constitution Day, ete-- cee 6 211, 431. 70 
Elks } National Foundation - Mes . 135, 797. 99 


(oe : = : faigs ....- 6, 104, 373. 18 
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Exuipit D.—Patriotic, humanitarian, charitable, and civic activities of the Order of 
Eiks by State and special jurisdiction, divided as to States 





Me Sn Lk eek $37, 740. 26 | Nebraska____ . $82, 508. 86 
Alaska Soe 26, 286. 51} Nevada. _____- 19, 923. 99 
Avieoes..-...... Se 84, 804. 94 | New Hampshire_- 21, 336. 86 
Arkansas ___- Diner 12, 068. 77| New Jersey 249, 610. 78 
California ae 517, 346. 24) New Mexico____- : 57, 069. 56 
Canal Zone. ae 6, 271. 08} New York_. 7 537, O81. 88 
Colorado e 274, 327. 95| North Carolina 61, 728. 73 
Connecticut : 89, 285. 95} North Dakota 69, 823. 70 
Florida____ 162, 422. 69 | Ohio 190, 130. 02 
Georgia 186, 626. 17! Oklahoma ¥ “ 35, 928. 36 
Ce ss oe 1, 606. 30 | Oregon__- 192, 102. 00 
Hawaii__-__-_- 6, 531. 18} Pennsylvania 513, 943. 07 
Se aa 136, 872. 93) Philippine Islands 4, 158. 38 
Re eS 271, 618. 92! Puerto Rico 4, 169. 21 
RN lis cave oreo ore 256, 960. 13 | Rhode Island 37, 340. 28 
lows. ....- Pe gn Oe ee ba 185, 918. 67 | South Carolina 46, 666. 22 
Kansas___-- - Varese aeereN 141, 160. 49| South Dakota 34, 971. 68 
NS Es 43, 991. 15 | Tennessee 81, 687. 37 
SI fn ke pec oc 13, 408. 72 | Texas__- 159, 179. 22 
i eae eee 26, 016. 69} Utah__.._._____-- 40, 957. 94 
Maryland, Delaw are, and Vermont - RPaRS Sia a2" § | 31, 347. 81 

District of Columbia. 62, 294. 91} Virginia____- ; : 78, 248. 47 
Massachusetts _ __..---- 255, 479. 32| Washington. _________- 162, 251. 62 
ee oe 111, 842. 17| West Virginia__.____ ~~ 98, 720. 35 
DS oc Lc, oe oe 46, 423. 90 | Wisconsin____________- 93, 947. 75 
Mississippi - - - - - - - - - - - - 8, 769. 95| Wyoming- -----.------ 34, 944. 35 
Missouri. - . - .- schtehatats 73, 094. 48 wa a 
Se ae 125, 424. 25 a 6, 104, 373. 18 


Exurpit E.—Patriotic activities promoted by the Elks magazine through editorial 
appeals and financial contributions 


Elks National Defense Commission 

At request of War Department institution of program of securing and qualifying 
young men for aviation cadet training course. 

Establishment by over 400 lodges of refresher schools where thousands of young 
men were so qualified. 


Elks War Commission 

Upon request of Secretary of War and Secretary of the Navy assuming full 
responsibility for the enlistment of Army construction engineers and Naval 
Seabees. 

Assisting Naval Air Corps and Army Air Corps mechanics personnel recruiting. 

Recruiting, at request of General Hines, 1,300 nurses for the Veterans’ 
Administration. 

Rehabilitation of returning veterans. 


Elks National Veterans Service Commission 


Hospital entertainment and supplies and equipment service in every Veterans’ 
Administration or Army hospital where veterans are patients. 


Fraternal centers 


Cooperation during the war with local lodges in the establishment of 155 
fraternal centers where young men and women in the services could be provided 
with recreation, entertainment and a home away from home. 

A similar program now under way for the establishment of such fraternal centers 
near camps where servicemen are now being mobilized. 

In its war work the Order of Elks nationally spent more than $1,600,000. 
While detailed figures are not available, it is estimated that subordinate lodges of 
the order spent at least $1,000,000 more in this work. 

There are not enough available copies of this Report to the Nation to file for 
the use of each member of the committee, but a copy of same is filed with the 
c.erk of the committee as exhibit H, to be included as a part of this presentation. 

A copy of this Report to the Nation was also presented to the Secretaries of 
War and Navy, and to each Senator and Congressman who was an Eik. 
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Elks National Service Commission 

Since the close of World War II the major activities of this committee has 
been work in behalf of veterans, which recently has been carried on in 146 veterans, 
hospitals. 

The committee has also recently established fraternal centers for the comfort 
and entertainment of men in the service near camps located in Santa Maria, 
Calif., Trenton, N. J., Louisville, Ky., Columbus, Ga., Wilmington, N. C., 
Tucson, Ariz., and Waukegan, III. 

Recently the committee has a pealed to all of the 1,583 lodges of the order 
to adopt immediately a civil defense program in which the buildings of these 
lodges will be offered to local civil defense organizations to use as decontamination, 
communications, and first-aid centers in case of attack and enrolling all able- 
bodied Elks as civil defense workers. 

All of these activities are strongly supported by the Elks magazine. 

Mr. Campspe.y. I am chairman of the Elks National Memorial 
and Publications Commission, Elks magazine, New York City. 

The CuarrmMan. And you are past grand exalted ruler? 

Mr. CampBeE.t. Yes, sir; and I am also a lawyer, but not appearing 
here today as a lawyer. 'T am not appearing here with any com- 
pensation except my ‘traveling expense. 

The Benevolent and Protective Order of Elks was organized in 
1868. Its membership is confined to white male citizens of the 
United States of 21 years of age or over, believing in God. It has 
grown into a fraternity with a membership of 1,044,029 comprised in 
1,583 lodges, situated in every congressional district in the United 
States. 

In 1922, the Grand Lodge of the Benevolent and Protective Order 
of Elks established the Elks magazine as a medium through which 
the history, traditions, purposes, and aspirations of the order could 
be taught, and through which information of its current activities 
could be disseminated. 

Results prove that through the Elks magazine the members of 
the order are inspired to continuing effort in patriotic, humanitarian 
charaitable, philanthropic, educational, governmental, and _ civic 
movements. 

The responsibility for the management of the Elks magazine rests 
with the members of the Elks National Memorial and Publication 
Commission, serving without compensation. ‘They are the following 
past grand exalted rulers of the order: Chairman, Bruce A. C ampbell, 
East St. Louis, Ill.; vice chairman, John R. Coen, Denver, Colo.; 
secretary, John S. McClelland, Atlanta, Ga.; assistant secretary, 
Michael F. Shannan, Los Angeles, Calif.; treasurer, James T. Hallinan, 
New York, N. Y. 

We meet and have complete charge of the management of the maga- 
zine. None of us receives any compensation for our services except 
our traveling expenses. Last year the traveling expenses of the com- 
mission with that widely scattered membership was just a little over 
$3,000, which is a pretty good record for a $1,200,000 business. 

While the order is incorporated, it is incorporated as a nonprofit 
corporation under the laws of the District of Columbia and none of its 
net income inures to the benefit of any private stockholder or indi- 
vidual. 

Its charter provides [reading]: 
that the business of such corporation is benevolent and charitable, and to inculcate 


the principles of charity, justice, brotherly love, and fidelity; to promote the wel- 
fare and enhance the happiness of its members; to quicken the spirit of American 
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patriotism ; to cultivate good fellowship; to perpetuate itself as a fraternal organ- 
ization and to provide for its government. 

Any surplus above the actual cost of production is applied to the 
patriotic, humanitarian, charitable, and civil activities of the order. 

We have performed a great deal of free service for the Government 
in connection with Government bonds, the Coast Guard, the Public 
Policy Committee, and incidental organizations like the Red Cross 
and the United States Service, and the Cancer Societ y, community 
chest, Easter seals, and so on. 

The Cuarrman. Your magazine is monthly, and is sent through 
the mail to each Elk throughout the United States? 

Mr. Campsety. Yes, and each Elk is charged a dollar a year for 
the magazine. The space donated these activities has in 3 years 
amounted to over $50,000, which is just about the amount of our 
annual charge for postage. We have given that to the Government. 
The Elks magazine has supported effectively the many charitable 
and civie projects of the State associations of the order. These include 
such activities as crippled children’s hospitals maintained either 
entirely by the State associations, or hospital wings whose care is 
undertaken by such associations in Alabama, Florida, Georgia, Idaho, 
Kentucky, Illinois, Nebraska, New Jersey, Texas, and Washington. 
The hospital in Georgia is a fine example of the kind of hospitals 
maintained for crippled children. 

Summer camps for underprivileged children are another first-line 
activity of the North Carolina, Maryland, Delaware, and District of 
Columbia, Missouri, North Dakota, South Carolina, New Hampshire, 
Vermont, Virginia, New Mexico, and Texas associations which main- 
tain the ir own camps and are frequently promoted through the 
magazine’s pages. 

Arizona, Indiana, New Jersey, and Kansas are engaged in the care 
of patients suffering from specific diseases, such as tuberculosis and 
cancer, and in the rehabilitation of paraplegics and the promotion of 
logopedics. 

In addition there is the Elks national foundation, a charitable 
foundation with assets of approximately $2,500,000, which contributes 
to the charity work of the State associations and the lodges. Up to 
date that foundation has distributed some $411,000, including scholar- 
ship prizes of $210,000, and to various State associations for their 
specific activity. 

For the fiscal year ending May 31, 1950, the Elks magazine had an 
income of $1,160,851.49. Of this amount $971,940 was ‘accounted for 
by subscriptions; the net advertising receipts were $188,018.89, and 
there was additional revenue of less than $1,000. We have distributed 
that income of surplus which in 39 years amounted to $4,960,314.56. 
That has been distributed as follows: To the grand lodge for grand 
lodge uses, $2,492,474.33; to the national memorial headquarters 
commission to cover cost of art features, National Memorial Building, 
Chicago, $478,000; to national memorial headquarters commission to 
cover maintenance, taxes, city improvements, and administrative 
costs, National Memorial Building, Chicago, $1,031,725.30; to grand 
lodge for additions and new buildings, Elks National Home, Be dford, 
Va., $350,000; to grand lodge, to defray cost of district deputy visits, 
$15,466.22; to Elks war commission, for’ furtherance of war effort 


he hy 


programs, $50,000; to Elks national veterans service commission for 
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furtherance of postwar veterans rehabilitation programs, $100,000; 
to Elks national foundation for furtherance of phitigidlarents activities, 
$75,000; to grand lodge for creation of emergency reserve fund, 
$350,000; to grand lodge, to defray costs of rededication exercises, 
Elks National Memorial Building, Chicago, $15,648.71. These make 
a total of $4,960,314.56. 

During the last 23 vears the subordinate lodges of the order out of 
their treasuries have spent in charitable, humanitarian, and patriotic 
services $76,000,000, which they have put into their communities in 
the promotion of those efforts. Last year, the amount turned over 
by the local lodges was $6,104,000, of which only $648,000 was spent 
for the benefit of the members of those lodges and their families. All 
the rest went into general humanitarian and patriotic activities. I 
have the distribution of that by States which appears in the exhibits. 

At the request of War Department institution of program of 
securing and qualifying young men for aviation cadet training course. 

Establishment by over 400 lodges of refresher schools where thou- 
sands of young men were so qualified. 

The Elks war commission: Upon request of the Secretary of War 
and Secretary of the Navy assuming full responsibility for the enlist- 
ment of Army Construction Engineers and Naval Seabees. In one 
case the Seabees had us to get them so many men that we got a 
telegram from the head of that Department: ‘‘For God’s sake stop. 
We have them already through your efforts.”’ 

Assisting Naval Air Corps and Army Air Corps mechanics personnel 
recruiting. 

Recruiting, at request of General Hines, 1,300 nurses for the 
Veterans’ Administration. 

Rehabilitation of returning veterans. 

We have the Elks national veterans service commission which had 
charge of our work during the war, and which maintained 155 frater- 
nal centers, including the magnificent one at New York for the 
entertainment of the soldiers while in uniform. <A similar program is 
now under way for the establishment of such fraternal centers near 
camps where servicemen are being trained. 

In its war work the Order of Elks nationally spent more than 
$1,600,000. While detailed figures are not available, it is estimated 
that subordinate lodges of the order spent at least $1,000,000 more in 
this work. 

The committee has also recently established fraternal centers for 
the comfort and entertainment of men in the service near camps 
located in Santa Maria, Calif., Trenton, N. J., Louisville, Ky., 
Columbus, Ga., Wilmington, N. C., Tueson, Ariz., and Waukegan, 
Til. 

The Cuarrman. What is your membership now? 

Mr. Campse.y. One million forty-four thousand. 

The Cuarrman. How many lodges? 

Mr. Camppety. One thousand five hundred and eighty-three. 

Now, I want to say, gentlemen, we appear here teday not in any 
attitude or antagonism of the increase of postal rates. We figure that 
the Department ought to pay, and there ought to be increased wages 
for the personnel and increased facilities in the postal service. We 
pay, I say, about $50,000 a year postage. We are perfectly willing to 
accept an amendment to the bill that will provide for 10, 10, 10 increase 
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for 3 succeeding years, although I frankly say to you that even if that 
is passed it will have to be taken from the moneys that will otherwise 
go to charitable, philanthropic and educational purposes. If we had 
that increase, it would. We ask that we retain our special qualifica- 
tion with religious magazines, fraternal magazines, labor magazines, 
farm magazines, and so on. 

The CuarrMan. In other words, if a rate increase is imposed, it 
should be imposed under the special classification to nonprofit labor 
or scientific publications? 

Mr. Campse.u. We could stand a 10 percent increase for 3 years, I 
will be frank with you, and not damage us very much. We cannot 
increase the subscription. That has been $1 a year for 30 years, since 
1932. We only have a limited amount of advertising. We cannot go 
into the commercial field. We have no profits outside of that. We 
have managed this magazine in a way that has been of interest to the 
order and has been of real benefit to humanity and the proceeds have 
been used for these charitable purposes. 

We therefore ask that while we do not want this increase of 10, 10, 
10, we can absorb it at the expense of that much charitable and philan- 
thropie distribution. 

I thank you. 

Mr. Hagen. If the postage rate was raised 100 percent, which is 
rather excessive and drastic, within a 3-year period, you would have 
to do one of two things, perhaps; raise your subscription rate or cur- 
tail a lot of the work that you are doing now in the space that you 
give in your publication along the lines of patriotic, humanitarian, 
charitable, educational and governmental functions and programs? 

Mr. CAMPBELL. One of those two things. We cannot as a practical 
proposition increase the subscription. We are just limited by natural 
circumstances in that. 

Mr. Hagen. We are all aware of the fine work the Elks did during 
the war to help the Government, so in other words, your effective 
work now, which is so beneficial to all of the people in the country in 
the way you outlined it in your statement, would be greatly reduced 
and modified and changed and curtailed? 

Mr. Camppe.tu. They would necessarily have to be. 

Mr. Hacen. And yet the amount of postage represented is relatively 
small but because you are not depending on advertising, an excessive 
increase or any increase would be a serious impact on your activities? 

Mr. Camppett. Absolutely. 

Mr. Hagen. And you would have to curtail your operations? 

Mr. CAMPBELL. Yes. 

The CHarrMan. IJ think you have one of the finest and best fraternal 
organizations in the world, and I say that because I am a member of 
one of them. I think the one at Jackson, Tenn., is one of the best in 
the country. 

Mr. Camppeti. Yes; I know that, because I have spoken before 
that lodge. 

The Cuarrman. Thank you, Mr. Campbell. 

Mr. Campse.u. I appreciate the opportunity of appearing, Mr. 
Chairman. 

The CuatrMan. The next witness is Ray T. Kelsey, general man- 
ager, Capper-Harman-Slocum, Inc. 
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STATEMENT OF RAY T. KELSEY, GENERAL MANAGER, CAPPER- 
HARMAN-SLOCUM, INC., PUBLISHERS OF THE OHIO FARMER, 
THE MICHIGAN FARMER, AND THE PENNSYLVANIA FARMER. 
CLEVELAND, OHIO 


Mr. Kesey. Chairman Murray, and members of the committee: 
I have already given you a copy of the statement that I would like to 
make, but in the interest of time I will stress two or three points, and 
give way to some of the other witnesses. 

We represent some of the small fry in the publishing industry. In 
other words, we are confined to three States, and they are farm publica- 
tions, and we are entirely dependent upon the mails for service to our 
subscribers. There are about four or five points that I would like to 
make, and then I will yield to the next witness. 

In the first place, 1 would like to stress the fact that our publi- 
cations have been serving the farmers of these three States for a good 
many years, two of them over 100 years, the third one nearly three 
quarters of a century. In those three States our papers go to about 
four out of every five farms in the States, all of them by mail. In 
our subscriptions, it is necessary that we have long-term subscriptions 
because our subscriptions are to people in a widely scattered area, and 
therefore our subscriptions will average about 4 years in advance. 
That is what we think is a prior commitment, and we are committed 
to serve those subscriptions at the old rate. 

The CuatrMan. What is your longest subscription period? 

Mr. Kersey. Ten years. But our average is about 4.2 years in 
advance. We have 440,000 on the three publications as subscribers. 
We carry on our book right now deferred liability of $456,000 plus 
to serve these unexpired subscriptions, and as I say we are committed 
to serve those at the old rate. 

The CuarrmMan. The magazine is a monthly? 

Mr. Ketsry. No, it is a semimonthly, 24 issues a year. 

The CuarrmMan. Your subscription rate is $1 per year? 

Mr. Keusry. That is right. We have not changed that for a good 
many years. 

One point I would like to make is the fact that we are very dependent 
on the post office for service, the same as we are to our other suppliers 
for service and materials. In no case have we ever been called upon at 
one time to absorb a 50-percent increase in that service. I think it 
would almost put us out of business if that happened. 

We therefore ask that any increase in postage rates be made in 
gradual steps over a period of time which will give us an opportunity to 
pass on these increased costs which we must do, if we are to stay in 
business, and prepare better to absorb them. It is entirely possible 
that many publications could be put out of business by increase in 
postage rates, and we are very aware of the fact that our small publi- 
cations might be among those. 

If there are no further questions—— 

The CHatrMan. Are there any questions of Mr. Kel: 

If not, thank you very much, and your statement will be put in full 
in the record at this point. 

Mr. Ketsey. Thank you. 

(The statement referred to is as follows:) 


vy? 
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SraTEMENT BY Ray T. Kensey, GENERAL MANAGER, CAaPpPppR-HARMAN-SLOcUM, 
Inc., CLEVELAND, OHIO 


My name is Ray T. Kelsey, general manager of Capper-Harman-Slocum, Inc. 

ublishers of three farm magazines, The Ohio Farmer, Michigan Farmer, and 

ennsylvania Farmer. These farm papers have been published for 103 years, 
108 years, and 74 years, respectively. Ninety percent of the circulatlon is con- 
fined to the three States in which they are located. The circulation according 
to the Audit Bureau of Circulation as of December 31, 1950, was: 


The Ohio Farmer 153, 363 
Michigan Farmer 143, 975 
Pennsylvania Farmer 143, 025 


440, 363 


All copies go to our subscribers by mail, there being no newsstand sales. There- 
fore all of our readers, 440,363 farm fa’milies, are entirely dependent upon mail 
delivery to receive the copies of these farm papers for which they have subscribed. 

Since our farm publications are entirely dependent upon the mails to deliver 
copies to these 440,363 farm families, H. R. 2982 would suddenly add a tremendous 
expense to our publications that could not immediately be passed on in the form 
of increased subscription rates. 

Due to the fact that our subscribers are so widely scattered it is costly to 
sell subscriptions so the majority are for periods in excess of | year. In the year 
ending December 31, 1951, our three publications sold a total of 122,986 sub- 
scriptions. Of this number only 33,237 were for less than 2 years. The balance 
89,749 were for from 2 to 5 years and more. (The foregoing figures are from the 
statement of the Audit Bureau of Circulation, copies of which are attached.) 
Therefore we are committed to serve all these unexpired subscriptions and our 
contract with our subscribers calls for us to do it at the old price. We cannot 
raise the price on subscriptions already sold and committed. In our financial 
statement we have an item among our liabilities of $456,397.21 for service on 
subscriptions sold in advance. 

Since all copies of our publications are mailed to our subscribers, the postage 
bill is one of our largest items of expense. Publishing of farm papers has not been 
particularly profitable through the years. Not counting the bleak vears of the 
late twenties and early thirties when our publications used plenty of red ink in 
their financial statements, but beginning with 1935 our average annual profits 
after taxes have ranged from $23,010.59 for the lowest to $38,606.03 for the 
highest publication. 

During those same years our second-class postage bill has averaged annually 
$11,691.56 for the Ohio Farmer; $11,797.47 for Michigan Farmer; and $11,790.37 
for Pennsylvania Farmer. To increase these second-class rates as proposed in 
section 2 of H. R. 2982 would bring them to $23,383.12; $23,594.95; and $23,589.73, 
respectively. In some of the years since 1935 such rates would have thrown our 
operations into a serious loss and conceivably could have forced discontinuance 
of the publication. We have no reason to expect that similar conditions may not 
obtain in the future. 

Our farmers need strong farm publications. Farm publishers, by long-term 
subscriptions at low cost, have been able to build such strong publications which 
have been of benefit, not only to farm families, but also to the whole Nation. In 
our situation it would be necessary to attempt to pass on any appreciable increase 
in cost of publication to our clients. Result of increased prices would undoubtedly 
be that fewer farm families would subscribe to and receive the very farm publica- 
tions which they need. 

Many reliable surveys have shown that farm people rely upon their farm 
publications more than any other source for up-to-date practical information 
about their farming operations. In fact the United States Department of 
Agriculture, the State experiment stations, the agricultural colleges, and the 
Extension Service depend upon and avail themselves of the medium of farm 
a to disseminate news, information, and advice to the farmers of the 
Nation. 

The columns of our three publications in Ohio, Michigan, and Pennsylvania 
are open and available for such useful purpose and carry much material from these 
sources. Without this medium of communication it would, without doubt, be 
necessary for certain Federal and State agricultural agencies to go to much 
additional expense to get such information to the families for whom it is prepared. 
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The original act of Congress in 1879 was based on the principle that it is in the 
public interest to maintain low postal rates for publications to make possible low 
prices so that as many people as possible might read them. That principle has 
been maintained without deviation in our publishing operations. Our subscrip- 
tion rates are still only $1 per vear, a price which obtained long before the turn of 
the century. 

We are mindful of the fact that there is an annual deficit in the Post Office 
Department, but it is our belief that second-class postal service should only be 
asked to bear its actual cost, in other words that amount that would be saved if all 
second-call mail were eliminated. 

In the mailing of our publications all copies are separately addressed and are 
packaged, bagged, and routed so that all that postal employees have to do is to 
handle it as if it were freight. Ninety percent of our second-class mail goes into 
direct sacks made up in our own mailing room which means that they are loaded 
directly on the mail cars and the bags are not opened until they reach the 
destination post office. For this minimiym of handling our mailing cost for the 
second March issues of our three publications was well over 50 cents per bag, a 
rate that compares favorably with high-class freight or railway express. 

We are doing everything we possibly can to hold down the cost of handling our 
mail. We are anxious to keep mailing costs low and at the same time willing to 
bear our fair share toward whatever reduction is necessary in the Post Office 
Department deficit. We realize that with the general increase in costs, it is only 
natural to expect and accept some increase in the cost of mailing our publications. 
But a 50-percent increase in 1 year and another 50 percent in the next 2 years is, 
our opinion, an exorbitant amount to absorb in so short atime. None of our other 
suppliers of services or materials have ever made such a drastic and sudden in- 
crease. 

I respectfully and earnestly urge your committee to consider fully the difficulties 
that such an increase as proposed in H. R. 2982 would impose upon our publica- 
tions which have for so many years been serving the farmers of our three States. 
If some increase is necessary I urge that it may be made in reasonable steps and 
with sufficient time for us to prepare better to absorb or pass on the increased 
expense. 

I wish to express my appreciation to Chairman Murray and all the members of 
this committee for this opportunity to present our views on this subject. 


The CHarrMANn. The next witness is Mr. Carroll P. Streeter, manag- 
ing editor of the Farm Journal, and Miss Smith. 


STATEMENT OF CARROLL P. STREETER, MANAGING EDITOR, FARM 
JOURNAL, PHILADELPHIA, PA., ACCOMPANIED BY MISS LUCILLE 
SMITH, HOMEMAKING EDITOR, CAPPER’S FARMER 


Mr. Streeter. My name is Carroll P. Streeter, and | am managing 
editor of the Farm Journal, one of the national farm magazines, but 
I should like to stress that I am here today not to represent the 
Farm Journal, but to represent 71 farm papers, large and small, 
who make up the American Agricultural Editors Association. Miss 
Smith is here likewise to represent that whole group, and not just 
Capper’s Farmer. 

There is scarcely a real farm family in the country that does not 
receive one or more of our papers. Our papers go to 17 million farm 
families and the 218 farm publications of the country go to more than 
25 million farm families. 

The CHarrMan. How many of those issues go through the mail? 

Mr. Streeter. All of them, as far as I know. 

The CuarrmMan. You have 17 million— 

Mr. Streeter. No, I thought you meant our own paper. 

The CuarrmMan. Yes; the Farm Journal. 

Mr. Srreerer. Yes, the Farm Journal goes through the mail 
entirely. 





POSTAL RATE REVISION 531 


The CaairnMan. How many did you say you publish? 

Mr. Streeter. The Farm Journal reaches 208,000. But the 
papers that | am representing here today reach 17 million. 

The CHaixMan. That is a total of all the papers? 

Mr. Streeter. Yes. 

Mr. Hagen. Each month? 

Mr. Srreerer. Yes. 

The CHairMan. Who owns your Journal? 

Mr. Streeter. We publish a statement of ownership as do all 
publications every December. Perhaps 1 can best answer you by 
just reading from it. The people listed as stockholders are Mr. 
Graham Patterson, publisher, Mr. Charles F. Jenkins, the former 
publisher, Mr. John Blair Moffatt, who is agent for J. Howard Pew, 
J. N. Pew, Jr., Mary Ethyl Pew, and Mabel Pew Myron. 

The CuarrmMan. It is my understanding that the Pew family owns 
the Farm Journal. 

Mr. Srreerer. That is substantially correct. There are two or 
three other stockhlolders. 

The CuarrMAn. But the Pew family constitutes the great majority 
of the stockholders. 

Mr. Srreerer. That is correct, as far as our publication goes. 

The Cuarrman. What is your subscription rate? 

Mr. Srreerer. One dollar a year. Three years for $2, and 5 years 
for $3. 

The CuarrMan. Is it a monthly magazine? 

Mr. Srreerer. That is correct. 

The Cuairrman. How long have you had those subscription rates in 
force? 

Mr. Streeter. I can tell you about that in just a moment. We 
raised from 50 cents to a dollar in 1949, and we previously raised from 
25 to 50 cents in 1946. 

The Cuartrman. You still have a subscription price of 25 cents a 
year? 

Mr. Sr REETER. No, sir; our subscription price is $1 a year. 

The CHarrmMan. I thought you said you raised from 25 to 50 cents 
in 1946. 

Mr. Srreerer. That is right. 

The CuatrMan. How long did you start the 25 cents a year? 

Mr. Srreerer. How long did the rate prevail? 

The CHarrMAN. Yes. 

Mr. Srreerer. I cannot answer you exactly, but for a good many 
years that was the rate. It was in the whole farm publication business. 

lowever, the same thing is true of most farm publications that is true 
of us, that the subse ription rates have been raised two or three times 
in the last 5 years. 

The CHarrMan. What is your average advertising content per 
issue? 

Mr. Srreerer. About 60 percent. 

The CHarrman. Has your advertising increased over the years, 
that is, your volume? 

Mr. Srreeter. Yes, sir. We have shown a healthy gain in business. 

Mr. Ruoprs. May I ask about the advertising rate? Has that 
increased? 
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Mr. Srreerer. Yes, sir. I can answer you about that, too. I 
should like to put it on the basis of the advertising rate per thousand 
readers, because that is the fairest way to answer your question, I 
believe. Our present rate is $2.60 per thousand readers. That has 
been raised twice since last December when the rate was $2.47 per 
thousand readers. It was previously raised from $2.31 per thousand 
readers in 1947. So there have been three or four increases in adver- 
tising rates since 1947, from $2.31 a thousand to the present $2.60 
per thousand. 

Mr. Ruopes. What was the percentage increase, without consider- 
ing the thousand rate? 

Mr. Srreerer. I am sorry that I cannot give you the rate per 
line or per page for that period of time, except that I know it has 
increased. I do not know how much. I am on the editorial staff, 
and I am not fully conversant with those figures. 

Mr. Hacen. Actually your increase in the advertising rate is far 
less than the general increase in the cost of everything, in general, 
throughout the country? 

Mr. Srreeter. Yes. 

Mr. Hagen. So actually for the value received your advertising 
rate is less than it was several years ago? 

Mr. Srreersr. Yes. 

Mr. Hagen. You are able to do that because of your tremendous 
volume? 

Mr. Srreperer. Yes. 

Mr. Haaen. And if your postage rate were greatly increased and 
you always use the mail 100 percent for circulation, you would be the 
victim of the most serious impact if it was raised 100 percent? 

Mr. Srreeter. That is right. 

Mr. Hacen. Your circulation would drop because you would raise 
your subscription rate? 

Mr. Srreerer. I would be glad to answer any question you gentle- 
men want to ask me about the Farm Journal, but I should like to say 
that I am here to represent 71 farm papers, large and small, and if 
I may, most of the time I would like to speak for the group, because 
the group sent me. 

Mr. Hacen. All these farm publications, or at least most of whom 
use the mails at least 90 percent or more, 100 percent perhaps. If 
the rates were raised, the circulation would drop, and therefore their 
help and service to the farmer would be decreased? 

Mr. Streeter. That is right. Before coming here, I sent a ques- 
tionnaire to 25 of our members. Since I was representing them, I 
wanted to know what their opinion would be. I asked them that 
question because I thought you would ask me. ‘There was a variety 
of answers, of course, but everyone said yes, their circulation would 
decrease. Some said more than others, depending on their present 
subscription rate. Some said up to 25 percent and everyone said, I 
think this is rather significant, that the loss would be largely on the 
lower end of the income scale where people need our magazines even 
more than average. The loss would be from the bottom end, the 
public interest we can least afford to lose. 

Mr. Hacen. In other words, the farmer who needs your magazines 
most would be forced most likely to give it up and that would be 
detrimental to the country. 
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Mr. Streeter. Absolutely. 

Mr. Hacen. With your tremendous circulation you carry a lot of 
advertising and publicity of new ideas, new farming methods, and all 
that. Would not a decrease in circulation have a tremendous impact 
on business and production and employment? If you reduced your 
circulation only 10 percent, wouldn’t the result be 10 percent less 
volume of business done by all these advertisers through the advertis- 
ing in your publications and perhaps 10 percent less employment 
involved in this business and activities from production level all the 
way down. Would not that be a tremendous impact on the economic 
life of this country? 

Mr. Srreeter. | am sure it would. We feel very strongly that 
farm magazines perform a most essential service to farmers, first, 
but also to the business economy of the country. Any decrease in 
the number of people receiving these publications could have no 
other effect than to have an impact on both the agriculture of the 
country and the general economy. 

Mr. HacGen. Is it your hope to have an amendment in the bill 
that was similarly passed by the House last year which exempted 
from increases your type of publication? 

Mr. Streeter. No; we do not take that stand. 

Mr. HaGen. You are against a 100-percent increase, but you 
would be willing to stand a small increase? 

Mr. Srreerer. I asked that question, too, of our membership. 
There are a few publications in this group which really are so hard 
put to make any profit at this time that any increase is going to 
put a few of them out of business and will cripple some others. For 
the group as a whole, however, that is not true, and for the group as 
a whole, I would say that they are willing to absorb an increase. 
In fact, in the public interest they would recommend it. We think 
as a number of other people have testified, that perhaps 30 percent 
increase in three steps is quite possible to absorb without severe 
damage to most of us. But I want to say again that there will be 
some small members of my group who will definitely be crippled by 
even that. 

Mr. HaGen. Are they small in circulation? Is that what you have 
reference to when you say small? 

Mr. Srreerer. Fifty-three percent of the farm magazines of this 
country have 25,000 or fewer readers. I happen to represent the 
largest. 

The CHatrman. What is your official title with the publishing 
company? 

Mr. Streeter. I am the managing editor of the Farm Journal. 

The Cuarrman. Mr. Graham Patterson is the publisher? 

Mr. Streeter. That is right. 

The Cuarrman. Mr. Patterson is also a publisher of the Pathfinder? 

Mr. Srreerer. Yes. 

The CuarrMan., Is that also published by vour company? 

Mr. Streeter. Yes; but we do not class it as a farm publication. 

The CuairmMan. It goes through the mail? 

Mr. STREETER. Yes, sir. 

The CuatrmMan. You have two publications? 

Mr. Streeter. That is right. 

The CuarrmMan. The Pathfinder and the Farm Journal? 
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Mr. Srreeter. Yes, sir. 

The Cuairman. How long has the Pew family been in control of 
the company? 

Mr. Srreerer. They bought the Farm Journal in 1935. I assume 
you are speaking of the Farm Journal? 

The CHarrMaAn. Yes. 

Mr. Srreeter. 1935. 

The CHarrMAN. How long did they own the Pathfinder? 

Mr. Streeter. Approximately 6 or 7 years. I am not with the 
Pathfinder, so I cannot say, but that is about right. 

The CuarrMan. It is a corporation that publishes both the Path- 
finder and the Journal? 

Mr. STREETER. Yes. 

The CHarrman. What is the name of that corporation? 

Mr. Srresrer. Farm Journal, Inc. 

The CHarrman. Where are they published? 

Mr. Srreerer. In Philadelphia, Pa. The editorial office of the 
Pathfinder is in Washington. The business office of the Pathfinder 
is in Philadelphia. 

Mr. Hacen. I have heard the story or the report, and I was wonder- 
ing if it was a fact, that the Pathfinder has lost considerable money to 
the publishers for several years, although it is a fine publication, and 
goes throughout the country at a low postage rate. Many farm 
people take the Pathfinder, people in smal! areas, but it has been a 
losing proposition to the owners financially. 

Mr. Srreeter. The Pathfinder has lost more money than the 
Farm Journal has made, and the Farm Journal, Inc., as a corporation, 
has lost money every year since the Pathfinder was part of it. 

Mr. Hagen. But the Pathfinder losses are being absorbed from the 
profits from the Farm Journal to some extent? 

Mr. Srrerrer. As far as the Farm Journal can carry it, that is true. 

The Cuarrman. Are you through with your statement? 

Mr. Streeter. Not quite, sir. I will not attempt to read you this 
six page statement. 

The CHarrMan. Your entire statement will be incorporated in the 
record at this point. 

Mr. Streeter. I realize that. 

(The statement is as follows:) 

Farm magazines and farm papers bring the whole farm family many things. 
First of all, information. Information on every part of the day’s and the year’s 
work, and help with the problems of living. These excerpts from recent letters 


illustrate what I mean: 

““Where can I get 100 pounds of that new Lee wheat that I read about in your 
last issue?” 

‘‘T read your article about leases. Tell me what should be a fair deal for land- 
lord and tenant on my place. I'll describe it to you.” 

‘‘Where can I get a good hired man? The draft board just took our only son 
and we've got 320 acres to work somehow.” 

‘‘T wish you’d tell me why eggs were 61 cents a dozen last week when a month 
ago they were only 30.” 

‘‘T would like information on ceiling prices on broilers and ergs, if any. Also 
what is the parity price on hogs and cattle?” 

‘‘T thought vou might be able to give me some advice about my hens. I keep 
300, but they’re dying.” 

“We have two boys and both have had epilepsy. Both learn slow, and the 
community laughs at them. Where could we move, to get good treatment for 
them?” 
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Farming is a fast-moving business these days. Every month there are new 
insecticides, potent new livestock remedies, new and improved crop varieties, 
new techniques in handling livestock, new machinery. Farmers need up-to-date 
information to keep abreast of these advances. If they get it, they can go far 
beyond any production goals they have reached thus far. 

3ut how-to-farm information is not all, by any means. From 25 to 40 percent 
of farm magazines is given over to women’s interests, the home, the rural church, 
the rural school, libraries, recreation, and other aspects of ‘‘a good life as well as 
a good living.’’ America’s farm homes and rural communities must be sound if 
America is to stay sound. My colleague, Lucile Smith, is testifying more fully 
on this phase. 

These are times in which farmers must strain every muscle and every nerve 
to produce what we are asking of them. They have less help, and are handicapped 
by shortages of essential materials. Yet the Government is beseeching them for 
more food, more cotton, more wool. We need that food and fiber to arm the free 
world. We need it to fight inflation—production can do it far more effectively 
than any number of ceilings and controls ever will. These are times, too, in 
which, as never before, farmers as citizens need to be informed on public policies 
and, indeed, need to help shape them. 

To a the farm press in any degree right now is definitely to hamper 
American farmers, just at a time when the cry is for more of everything. This 
could cost the United States far more than 2 or 3 million dollars in a Post Office 
deficit. I will leave with you the question as to whether we can afford it. 

Mr. Srreerer. You folks have heard a lot of testimony from the 
business side, and I thought it might be a little refreshing, at least 
different, if you heard a bit about the editorial service that farm 
magazines render, because frankly, gentlemen, it is not fully ap- 
preciated by hardly anyone. Farm magazines and farm papers 
bring the whole farm family many things. First of all they bring 
information. Information on every part of the day’s and the vear’s 
work, and help with the problems of living. These excerpts from 
recent letters illustrate what I mean: 

“Where can I get 100 pounds of that new Lee wheat that I read about in your 
last issue?”’ 

“T read your article about leases. Tell me what would be a fair deal for 
landlord and tenant on my place. I'll describe it to you.” 

““Where can I get a good hired man? The draft board just took our only son, 
and we've got 320 acres to work somehow.”’ 

“‘T wish you’d tell me why eggs were 61 cents a dozen last week when a month 
ago they were only 30.” 

“T would like information on ceiling prices on broilers and eggs, if any. Also 
what is the parity price on hogs and cattle?” 

“T thought you might be able to give me somé advice about my hens. I keep 
300, but they’re dying.” 

“We have two boys and both have had epilepsy. Both learn slow, and the 
community laughs at them. Where could we move, to get good treatment for 
them?” 

Farming is a fast-moving business these days. Every month there 
are new insecticides, potent new livestock remedies, new and im- 
proved crop varieties, new techniques in handling livestock, new 
machinery. Farmers need up-to-date information to keep abreast 
of these advances. If they get it, they can go far beyond any produc- 
tion goals they have reached thus far. 

But how-to-farm information is not all, by any means. From 25 
to 40 percent of farm magazines is given over to women’s interests, 
the home, the rural church, the rural school, libraries, recreation, and 
other aspects of ‘‘a good life as well as a good living.”” America’s 
farm homes and rural communities must be sound if America is to 
stay sound. My colleague, Lucile Smith, is testifying more fully 
on this phase. 
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These are times in which farmers must strain every muscle and 
every nerve to produce what we are asking of them. ‘They have less 
help, and are handicapped by shortages of essential materials. Yet 
the Government is beseeching them for more food, more cotton, 
more wool. We need that food and fiber to arm the free world. We 
need it to fight inflation—production can do it far more effectively 
than any number of ceilings and controls ever will. These are times, 
too, in which, as never before, farmers as citizens need to be informed 
on public policies and, indeed, need to help shape them. 

To hamper the farm press in any degree right now is definitely to 
hamper American farmers, just at a time when the cry is for more of 
everything. This could cost the United States far more than two or 
three million dollars in Post Office deficit. I will leave you with the 
question as to whether we can afford it. 

I should like to savy, Mr. Murray, that Miss Lucile Smith is the 
home editor of Capper’s Farmer, and she is appearing with me. 

The CuarrMan. All these magazines you represent are profit 
magazines? 

Mr. Streeter. Practically all. I think there may be two or three 
brief publications which are nonprofit, but practically all of them are. 

The Cuarrman. And I believe you stated that speaking for the 
Farm Journal you did not think that the Farm Journal as a profit 
magazine was entitled to the same preference and rate as the non- 
profit magazine? 

Mr. Streeter. No; I do not believe I have been asked that 
question. 

The CuarrMan. I thought Mr. Hagen asked you that. 

Mr. Srreerer. Maybe he did. I should like to speak to that point, 
if you would like me to. 

The CHarrMAN. Yes. 

Mr. Srreetrer. | would like to speak for the whole farm press and 
not just the Journal. 

The CuHarrMan. I was just asking about your paper. 

Mr. Srreeter. All right, I will be glad to answer for us if you 
prefer. Yes, we think even a profit making farm magazine might 
well be given consideration. 

The Cuairman. The same as a nonprofit agricultural or religious 
paper? 

Mr. Srreeter. No, sir. If you will just let me, | will put it in one 
sentence. We do not feel we are entitled to the same preferential 
treatment that religious nonprofit fraternal publications are. That is 
No. 1. Second, we think that the farm press, including the Farm 
Journal, which makes money, may be entitled to some preferential 
consideration if the increase has to go beyond the 30 percent. Up to 
that point, no. Beyond that point; yes. For two reasons. One is 
that the farm press conveys essential vita! information about the 
production of necessities that everyone of us has to have every day. 

The CuHatrMan. You do fine work. There is no doubt about that. 
All the farm publications do. 

Mr. Streeter. The second reason we think that we might be given 
some consideration on some degree of preferential treatment is the one 
that a number of witnesses have mentioned, that we are carried 
entirely by mail, and this thing is going to hit the farm press harder 
than the ordinary press. 
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The CuHarrMan. All right. Thank you, sir. That was a fair 
statement on your part. 
Miss Smith, we will be glad to hear from you. 


STATEMENT OF LUCILE SMITH, HOME EDITOR, CAPPER’S FARMER 
MAGAZINE 


Miss Smirx. I am Lucile Smith, home editor, Capper’s Farm Mag- 
azine, a farm publication which circulates in the 17 Middle West 
States. But I am here today to represent the home department 
editors of 71 farm papers. 

I should like to tell you briefly of the service and help which these 
papers give to the women folks in the farm homes they enter. 

The farm homemaker is a partner in the farming operation. She 
shares in the business of agriculture; the planning of the methods to 
be used in producing the family income. She also shares in the saving 
and spending of that same income. And she bears the responsibility 
for the stability and soundness of her family’s life. 

She must feed her children and menfolks properly if they are to be 
healthy. She is responsible for seeing that they are well clothed. 
She equips her home and maintains a standard of living that makes 
for better living; and she gives to each member of the family the 
cultural training and emotional security which is the basis of a happy 
home life. 

The homemaker needs and wants help in accomplishing her job. 
Farm papers give this help. Each magazine carries, in addition to 
the regular section on agriculture, pages of material planned especially 
for women readers. This material is tailored to the needs and desires 
of the farm homemaker whose problems, because of environment, are 
entirely different from her city sisters, and thus must be met with 
specialized material. 

With this educational type of material on homemaking subjects, the 
farm press blends a personal, friendly approach which makes the 
readers feel that they are friends, guides and counselors. 

I would like to discuss each one of these three services. First, the 
educational features bring to the readers the newest information on 
foods and nutrition, equipment, decoration, sewing, fashions, child 
care, family life, entertainment and handicraft. For 9 years I was a 
home demonstration agent with two State agricultural colleges. A 
home demonstration agent is the representative of the home economics 
department of the State agricultural college; a teacher in the field 
working with women and girls. In this close contact with farm women, 
| know that they thought of their farm papers as textbooks; that they 
depended upon them for the latest information on new developments 
in the homemaking field; for instructions on how to plan and execute 
homemaking duties. We home demonstration agents, as well as the 
local home economics teachers, used the farm press for the same 
reasons. 

The cultural and inspirational part of the magazine offers poetry, 
art, music, and hobby information. It includes stories about women 
and their personal achievements; prints letters from readers on every- 
day subjects and activities. It offers religious and spiritual material. 
| know that during my 21 years on a farm that the farm papers that 
came into our home were the source of information of these subjects, 
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as well as the stimulus for many of our home, school, and community 
activities. 

Each magazine offers a friendly personal service to its readers. 
When a homemaker calls or writes for help, the home department is 
prepared to give her information. And Mr. Streeter has given some 
examples from the men’s department. I have listed several here. I 
will quote two. 

I need help in planning school lunches. Can you send me material especially 
for hot foods which mav_ be carried in a thermos container? 

Enclosed is a floor plan of my kitchen and a list of the equipment I own. I 
would like a better working arrangement. Can you help me? 

Please send me material on freezing foods. I have a new home freezer. 

Each paper sends prepared material or writes a personal letter on 
each of these personal problems. And in the case of a State paper, the 
home department often follows this material with a personal call. 
In my 9 years with the Ohio Farmer and Michigan Farmer, we culti- 
vated this close relationship with our women readers. 

Last year from the Middle West States, where Capper’s Farmer 
circulates, we received 336,901 letters in our home department asking 
for some type of personal service. The 70 additional papers which I 
represent all offer this service and, whether State or national, can 
prove by letters from their readers that women turn to them for help. 

The papers feel that they have a service responsibility in the area 
which they cover; that they have an obligation as a teacher through the 
printed page; and that they must—and do—bring to their readers a 
contribution on the art of gracious living. 

The CHAIRMAN. Any questions? 

Thank you very much. You have done wonderful work in your 
field. You have been very, very helpful to the farm homemaker. 

Mr. Srreerer. Thank, you, Mr. Murray. 

The CHarrMan. There is a quorum call in the House, and there are 
two more witnesses, Mr. Meredith and Mr. Edwards. Are both 
present? 

Mr. Epwarps. Yes. 

The CuatrmMan. We can come back here at 2 o’clock or we can have 
you tomorrow morning. Which would you rather do, testify this 
afternoon or tomorrow morning? 

Mr. Epwarps. This afternoon, sir. We would like to get away. 

The CuatrmMan. We will hear Mr. Edwards and Mr. Meredith at 
2 o’clock this afternoon. The committee will stand in recess until 
2 o’clock. 

(At 12:15 p. m., the committee recessed, to reconvene at 2 p. m., 
the same day.) 

AFTER RECESS 


(The committee reconvened at 2 p. m., pursuant to taking the noon 
recess. ) 

The CuairmMan. The committee will be in order. 

Mr. James E. Edwards, we would be glad to hear you now. You 
represent the Prairie Farmer, of Chicago, Il. 
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STATEMENT OF JAMES E. EDWARDS, THE PRAIRIE FARMER 
PUBLISHING CO., CHICAGO, ILL. 


Mr. Epwarps. That is correct. A copy of my prepared statement 
is already on file, which I presume will go into the record. 

The Cuatrman. Yes; it will be inserted in the record, and I have a 
copy of it here in my hand. 

Mr. Epwarps. I think since you are the only one here, and you 
have a copy, I will not go through the process of reading this. 

The CHarrMan. Very well, sir. It may be inserted in the record 
at this point. 

(The statement is as follows:) 


STATEMENT BY JAMES E. EpwaArps, REPRESENTING THE PRAIRIB FARMER 
PUBLISHING Co., CHicaco, ILL. 


The pubiication I represent—Prairie Farmer—is printed and mailed from 
Chicago, [ll., and enjoys a circulation of 400,000 concentrated in Illinois, Indiana, 
southern Wisconsin, and southwest Michigan. Prairie Farmer is published semi- 
monthly in four separate editions and gives intensive coverage of this area. Our 
Illinois circulation, for instance, is 186,676, and since there are 204,239 farms in 
the State, this means we cover 91 percent of them. 

It is not our contention that there should be no increase in second-class postage 
rates. Very definitely, however, it is our contention that the rates prescribed in 
section 2 of H. R. 2982 are unreasonable, unfair, and unrealistic. The proposed 
rates would be unbearable for our publication and others in the same class. 

Now a great deal of material has already been presented to this committee on 
the service position of farm publications. I will dwell on it only briefly but will 
cite specific examples from our own publication. 

When Prairie Farmer was established back in 1841 (we are now in our one- 
hundred-and-eleventh year), this paper conducted a broad educational and experi- 
mental program to help the farm people conquer the prairies and build the mid- 
west agriculture, which eventually came to be known as the bread basket of the 
world. 

At that time the farm paper was virtually the only educational influence in 
agriculture. Our early editors scoured the entire country for new varieties, helped 
introduce new machines, and carried on campaigns to, get agricultural and scientific 
schools. 

The function of a farm paper such as Prairie Farmer is not far different in 1951 
even though we now have a well organized extension service and well established 
schools and experiment stations. The fact is the farm paper is still the farmers’ 
principal source of information in farm management and scientific agriculture, 
as has already been established here. 

Farm papers probably get half of their agricultural information from the 
extension services, the experiment stations, and the USDA. The remainder of 
the information is collected directly from outstanding farmers and relayed on to 
all farmers, providing a large fund of farm experience stories to supplement the 
scientific material from the experiment stations. 

The farm paper has the advantage of being able to sense a need and move in 
quickly to fill that need. For instance, Prairie Farmer decided early last winter 
that shortage of labor will be the bottleneck in farm production during 1951 and 
1952. We immediately planned a series of stories on holding farm help by better 
housing, on eliminating heavy chores, and we launched a contest to find the best 
ideas for labor saving in our area. These stories are already in progress and will 
continue through the vear. Here are the kinds of subjects we have already 
covered: 

Save Labor by Shortcuts on the Farm. 

Records Will Show Where You Are Wasting Time and Labor. 

Are You a Siave to the Scoop Shovel? 

Are Dairy Chores Your Bottleneck? 
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Blame the Housing—What Does the Hired Man’s Wife Think? 

These current articles will give you an idea of how we are attacking the problem 
and are specific instances of the service rendered by Prairie Farmer in these times 
of mobilization. Such services tend to keep farm papers out in front as the farmers’ 
first choice among educational media. 

Now something on the business side of this proposed postage increase. Prairie 
Farmer’s books show as of January 1, 1951, that the average subscription paid 
ahead is a little more than 4 years. We must deliver those subscriptions at the 
rate for which they were accepted. Even if it were possible to raise those rates in a 
competitive market, it would be several years before the increase would be reflected 
in income. 

In respect to advertising, it has been said that publications have substantially 
increased their advertising rates in recent years. For the record I would like to 
state that Prairie Farmer’s ‘“‘milline’’ rate has increased from $6.10 in 1940 to 
$6.70 in 1950, or only 9.8 percent in the last 10 years. After all advertising rates 
are a competitive matter and are affected by rates in all media. 

Now a word about the actual mailing of Prairie Farmer and our post-office 
costs. Our stencil list is train-routed and we haul direct from our plant to 
trains, so we make it very easy for the Post Office Department. Out of 400,000 
circulation, only 19,000 are worked by the Chicago post office. Keep in mind, 
please, that Priairie Farmer’s circulation is concentrated and intensive. In many 
towns Priairie Farmer’s circulation is greater than that of the local newspaper. 

An analysis of the mailing of our March 3, 1951, issue shows these interesting 
facts: We paid the post office $2,535.50 for mailing that issue. We used 5,077 
sacks, or an average of 50 cents per sack. By far the big majority of those bags 
were for individual towns and required no working on the train. In fact a high 
percentage of them—4,830—were No. 3 bags (the smaller ones), most containing 
just one RFD route out of atown. How simple, a nice complete bundle delivered 
practically direct to the RFD carrier with all the prairie farmers for subscribers 
on his route. 

I submit that our method of handling mail with such intensive circulation is 
worthy of consideration. 

In conclusion let me state again that we are not objecting to a reasonable in- 
crease in postage rates, but we do feel that 50 percent the first year and 25 percent 
each for two succeeding years is abnormal and unbusinesslike in these times. 

I appreciate and thank you for the opportunity to present our story. 

Mr. Epwarps. I would like to point out a few things as we go 
along. You can see here of course that our kind of publication, and 
where we circulate, our circulation is concentrated. In other words, 
we have very heavy circulation in our territory. In the State of 
Illinois, for instance, we have 186,000 subscribers, and there are 
only 204,000 farms. That means that we cover 91 percent of them 
and that is a pretty heavy coverage. 

The CuHarrmMan. Do you get out separate editions for these four 
States? 

Mr. Epwarps. That is correct. 

The Caarrman. Each State has its own State edition? 

Mr. Epwarps. That is right. I would like to state that we are 
not against any increase, but we do very definitely feel that the rates 
prescribed in this bill would be unreasonable and unfair and unrealistic. 

Now, a great deal of material has already been presented here, I 
know, on the service position of farm papers, but I would like to 
point out here and establish for us an example of just what we mean 
by that. 

A farm paper, of course, has the advantage of being able to sense 
and move in quickly to fill in certain needs. Early last winter, we 
could see ahead with mobilization coming, that the bottleneck of 
production was going to be one of manpower and a shortage of labor. 
So we planned a series of stories to help that situation insofar as we 
could, for better housing, eliminating heavy chores, we had contests 
on labor-saving ideas on farms. Some of the subjects have already 
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been covered, and I believe there are some clippings of those articles. 
“Save labor by shortcuts on the farm.” ‘Records will show you are 
wasting time and labor.’’ ‘Are you a slave to the scoop shovel?” 
“Are dairy chores your bottleneck?” And the one on housing that 
has to do with keeping a good hired man. ‘Those things have been 
covered. 

The CuarrmMan. What position do you hold with the publication? 

Mr. Epwarps. I am president of the Prairie Farmer Publishing Co. 

The CuarrMan. What is the subseription price for your magazine? 

Mr. Epwarps. Our basic yearly subscription is $1, 3 years for $2, 
5 years for $3. 

The Cuarrman. Your publication is semimonthly, is that right? 

Mr. Epwarps. Yes, published on the first and third Saturdays of 
the month. 

The CHairman. What percentage of the total content of your 
average publication is advertising matter? 

Mr. Epwarps. Last year it ran 60 percent. That is 60 percent 
advertising and 40 percent reading matter. 

The CuHarrman. How does that percentage compare with the 
previous years? 

Mr. Epwarps. It is about the same. It might be a little higher 
on advertising, but only a percentage point or two. We try to 
maintain about that balance. It varies, of course, with the number 
of pages in an edition. You mentioned about subscriptions and, of 
course, in that regard our subscriptions are carried on our books as 
unearned income. We have a little better than a half million dollars 
set up on our books as unearned income which is prepaid subscriptions. 

The CuairmMan. The maximum period of subscriptions is 5 years? 

Mr. Epwarps. No, we have some 10 years. That averages out a 
little more than 4 years. 

The Cuarrman. What is your rate for the 10-year subscription? 

Mr. Epwarps. $5.50 for the 10 years. 

The CuarrMan. Has there been any increase in your subscription 
rates during recent years? 

Mr. Epwarps. In 1937 our subscription price was 60 cents a year, 
and it was increased to $1 a year. 

The CuarrmMan. I presume there has also been some increase in 
your advertising? 

Mr. Epwarps. Our advertising rate has gone up—and I am speak- 
ing on a milline basis because that is the only basis in the publishing 
business you can consider, our milline rate in 1940 was $6.10. In 
1950 it was $6.60. That means it is an increase of 9.8 percent in our 
advertising rate in the past 10 vears. 

The CuatrMan. What is your second-class postage bill per year? 

Mr. Epwarps. Last year it was some $44,000. 

The Cuarrman. What were your total operating expenses for the 
last year? 

Mr. Epwarps. Approximately a little over a million dollars, which, 
of course, includes all operations. 

The CuarrMan. Your postage bill is not a very considerable factor 
in the total cost of your operation. It is only $40,000 plus out of 
$1,000,000. 

Mr. Epwarps. However, it becomes quite a sizable item as far as 
profits are concerned. Our publishing profits in the past 10 years ran 
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some $90,000. An increase in postage as proposed here would take 
about half of that. 

The Cuarrman. I presume that your postal bill is more than 
$40,000 a vear, because you say on page 4 that the mailing for March 
1951 issue paid the post office $2,535.55 for mailing that issue. 

Mr. Epwarps. That is correct. That is the current issue, and it 
is larger than our average issue. . In regard to cost of $2,500 it meant 
that as far as per sack is concerned, and that issue had some 5,000 
bags, 4,800 of which were the No. 3 bags. I do not know whether 
you are familiar with the No. 3 bags or not, but they are the small 
bags. It figured out at 50 cents a bag that we paid. Our subscrip- 
tion list is all train-routed. We haul directly from our plant right to 
the trains, and they are packaged and with an intensive circulation 
such as we have, it means that one bag in the majority of cases 
contains a bundle of papers that would be for, let us say, rural route 
No. 1 out of Streeter, Ill. It is all in one bag, one package. It 
needs no handling on the train, that is, no working on the train. It 
is tossed off at Streeter, and one nice package is given to RFD carrier 
for route 1. He has it all in one package. 

The CHarrMan. How has your circulation held up during the last 
5 or 10 years? 

Mr. Epwarps. Very well. It has grown, in fact. 

The CHarrMANn. You have about 400,000 circulation today? 

Mr. Epwarps. That is right, about 400,000 now. But in packaging 
our copy for the post office, it seems to me we take a tremendous 
load from their work. There are only 19,000 copies out of the 400,000 
that go through the Chicago post office that need to be worked. 

The Carman. They are in separate bags? 

Mr. Epwarps. The Chicago post office has to work 19,000 of them. 
In other words, they have to sort only 19,000 out of our 400,000. The 
rest of them go direct to trains. 

As I say, most of those packages are done up so there is one for every 
RFD carrier in the town. It is as simple as that. We feel that 
point in this question of increased rate deserves some consideration. 

The CHArRMAN. You certainly have a very old established publica- 
tion dating back to 1841. 

Mr. Epwarps. We say we are the oldest. 

The CuarrmMan. 110 years old. Is that continuous business all that 
time? 

Mr. Epwarps. That means all that time we have never missed an 
issue. 

The Cuarrman. That is a remarkable record. 

Mr. Epwarps. In the John Kerr Library of Chicago is a complete 
set of Prairie Farmer since the first issue was printed. We did not 
miss during the Chicago fire. It is interesting to know that in those 
days Prairie people went out and rushed into the type and presses 
and even printed the Chicago Tribune for the few issues when they 
went out of business. 

The CuatrmMan. You have no other publication except the Prairie 
Farmer? 

Mr. Epwarps. Just the Prairie Farmer. That is the only publica- 
tion. We have other business, but that is our only publication. We 
have a radio business as a subsidiary. 

The CuatrrmMan. You have a radio business? 
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Mr. Epwarps. A radio station that is a wholly owned subsidiary. 
It is an entirely separate corporation. 

The CuHarrman. Is there anything further you wish to add to your 
statement? 

Mr. Epwarps. Other than this point, that we are not here saying 
that we are against any increase in the postal rates. We would be 
in favor of an equitable rate in the postage rate. 

The Cuarrman. Thank you very much, Mr. Edwards. I think 
you have made a very fair statement. 

Mr. Epwarps. Thank you very much, Mr. Murray. 

The CuarrMan. We will hear next from M. E. T. Meredith, vice 
president and general manager of the Meredith Publishing Co. 


STATEMENT OF E. T. MEREDITH, VICE PRESIDENT AND GENERAL 
MANAGER, MEREDITH PUBLISHING CO., DES MOINES, IOWA 


Mr. Merepirx. Mr. Chairman, before starting this, I would like 
to say that | coneur with the opinion expressed here by Mr. Cole, 
for the National Publishing Association as one point. The other one 
is that the remarks I have made here are in reference to the bill as it 
is now written and without any modifications that have been discussed. 

I would also like to say that I am painfully aware of the repetition 
in some of this. I just have to ask for your forbearance. 

The CuarrMan. That is perfectly all right. 

Mr. Merepiru. | will boil it down as far as I can, and in order to 
stay on the track I am going to read most of it. 

The CHarrman. All right, sir. 

Mr. Merepirtu. Jn preparation for making testimony before this 
committee, [ have asked myself and my associates two basic ques- 
tions: 

1. Why is the passage of the bill under consideration requested? 

2. Why should this bill not be passed? 

In considering the first question, Why is the enactment of this bill 
requested? the answers are rather obvious. There have been many 
broad attempts to diminish Government spending and bring more 
efficiency into Government operation. The Post Office Department 
operates on a budget which shows a so-called deficit and the Post- 
master General is attempting to reduce this deficit. 

I ask, is it necessary and wise to decrease or eliminate this deficit? 
In the Post Office Department the money it is short at the end of the 
year is called deficit. In all other Government departments and 
agencies the money they are short at the end of the year is called a 
cost, or an expense. 

The Post Office Department has seldom had a balanced budget 
except in times of war, yet our nation is now at an all-time economic 
peak, I do not know but maybe this deficit has contributed to our 
economic prosperity and welfare. 

I simply ask the question, Why does this particular Department of 
Government have to balance the budget when no such request is 
made from Agriculture, Interior, Commerce, Labor, etc.? 

I should say there why must it be reduced to a great extent, rather 
than eliminated. 

I also ask the question as to whether the consideration of postal- 
rate increases is based on the proper information. There is much 
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questioning from every side as to whether or not the post office cost 
ascertainment report is correct. It certainly does not in any way 
resemble business accounting practices and there seems literally to 
be no one who knows how the various costs should be equitably and 
accurately allocated. 

I doubt very much whether there is accurate information available 
upon which to resolve the problem before us. 

I have a couple more questions in mind. The Postmaster General 
has said that there is no justification for special second-class rates at 
this time. This I question. Legislators in 1879 seemed to think there 
was a reason then and, apparently, legislators ever since then have 
thought there was a reason. Today we have more people in this 
country than ever before who must be taught the values of American- 
ism. Weare also combating more sinister outside influences than ever 
before in our history. It seems to me there is a possibility that there 
is a better reason for a continuation of low postage rates than ever 
before. 

The Cuarrman. At that point, Mr. Meredith, I do not recall that 
the Postmaster General stated before our committee that there was 
no justification for special second-class rates at this time. 

Mr. Merepiru. I do not know, Mr. Chairman, what he said here. 
I am quoting from some remarks that he has made that were printed. 
I only know that is a correct quotation from the printed matter. 

The CHarrMan. I have never heard him. 

Mr. Merrepiru. I do not know what he has said here. 

The CuatrMan. Where did you see the copy of that report? 

Mr. Merepiru. It was quoted for one thing in the National Asso- 
ciation of Magazine Publishers’ report that you have in your record. 

The Cuarrman. Did they quote the Postmaster General verbatim? 

Mr. Merepiru. | read and have quoted him saying that there is 
no reason for special second-class rates at this time. 

The CuatrmMan. The Postmaster General has always said that this 
preferential or special rate for second-class matter should be continued. 
He has never assailed this act of 1879 giving a preferential rate for 
second-class mail. 

Mr. Merepiru. I have taken this remark in good faith and have 
assumed it was correct. If it is not correct, I would be glad to with- 
draw it. 

The Cuarrman. I just do not recall the Postmaster General ever 
making such a statement to the effect that you are quoting him. 

Mr. Merepirn. Sir, I will certainly check back on the information 
I have to see. 

The CuatrMan. All right, sir. 

Mr. Merepiru. The next statement came from the same source. 

The Postmaster General has also said that the magazine-publishing 
business has never been more prosperous. The firm of Peat, Marwick 
& Mitchell made a careful study of 114 magazines with the finding that 
the 1950 gross incomes from all sources per page were up 37 percent 
over the 1935-39 period, and actually net profits after taxes are 
approximately one-half of the 1946 net profits. Net profit after taxes 
as reported was 4.3 percent. The national average of all manufactur- 
ing industry as reported by Federal Trade Commission and Securities 
and Exchange Commission was 7.1 percent. Thus profits of magazine 
publishers are barely half the rate of the rest of the manufacturing 
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industry. So my point is that the publishing business is not over- 
prosperous at this time. 

The CuarrMan. However, the advertising volume has been in- 
creasing over the years. 

Mr. Merepira. That is correct. 

The CHarrMAN. | believe the figures show that for 1950 there was a 
9 percent increase in advertising volume over 1949. 

Mr. Merepiru. That is correct. The thing that has bothered us in 
our operations is watching the break-even line approaching closer and 
closer all the time in spite of the large volume. 

The CuarrmMan. Of course, advertising rates have increased over 
the last several years. 

Mr. Merepirn. Advertising rates per total unit. The advertising 
cost per thousand in our case is lower than it was 8 or 9 years ago. 

The CuarrMan. How many publications does your company have? 

Mr. Merepiru. Just two, Better Homes and Gardens, and Success- 
ful Farming. One urban and one farm magazine. 

The CuarrMAn. What is the circulation of each? 

Mr. Merepiru. Better Homes and Gardens is slightly over three 
and a half million and Successful Farming is one and a quarter million. 

The CuarrMan. What percentage of the two publications is sent 
through the mails? 

Mr. MerepitruH. One hundred percent of Successful Farming. We 
have no newsstand or other distribution at all. And about 60 percent 
of Better Homes and Gardens. 

I repeat again, I think we do not have sufficiently accurate informa- 
tion upon which to base the decision at hand. Certainly not about the 
Post Office Department. 1am afraid you gentlemen have neither the 
numbers nor the time to get it regardless of how diligently you work at 
it. Personally I think a commission should be appointed to study this 
problem with sufficient time, thoroughness, and the impartiality it 
deserves. 

Now I should like to give you some reasons why I think this bill 
should not be passed. 

1. The additional costs of postage proposed cannot be passed on to 
consumers or advertisers to any considerable extent, definitely nothing 
approaching a 100 percent increase. You do not have to worry about 
this because publishers have tried aggressively and selfishly to do this 
to offset the many drastic cost increases they have already faced. In 
our industry we have met these increased costs by improved efficiency 
and higher volume. 

2. I think this bill should not be passed because it will certainly 
put many small publishers out of business and possibly many of the 
large ones, as well. Many publishers have already testified before 
the House and Senate committees that the proposed increases far 
exceed their best annual net profits. Many of these publications are 
in the agricultural field and their discontinuance would most certainly 
mean a profound economic loss. This would mean a loss in agricul- 
tural production and farm living standards, as well as a loss in employ- 
ment and consumption of raw materials. 

3. It is my belief that this bill will not do what is expected or pre- 
dicted in increased revenue to the post office. Passage of this bill 
will to a degree force magazines to other forms of distribution, such as 
additional haulage by truck and freight, and broader distribution on 
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newsstands. These practices have already developed to a consider- 
able degree and can go further. Passage of this bill can conceivably 
mean less revenue and greater deficit for the post office rather than the 
reverse. 

This point I feel you may not need to take into consideration. 

4. Publishing is primarily a part of the advertising industry. Adver- 
tising much reach people and is measured to some degree on the 
cost of reaching people. There are no postal costs on the advertisin 
messages carried by television, radio, car cards, billboards, genera 
signs, counter displays, or the five women’s magazines distributed 
through the super market grocery stores. Because of the post office 
monopoly on the distribution of mail, magazines are put to a great 
disadvantage to the resulting advantage of other advertising media. 
This will result in an unfair hardship for some people, although the 
results may be caused inadvertently and may be inescapable under 
the circumstances. The results, neverthé¢less, are the same as dis- 
crimination within the advertising industry which does not occur in 
any other industry to my knowledge in America. 

There is a point involved here referred to this morning as a double 
tax that enters into this picture very clearly. We do pay our regular 
taxes and additional postage for the distribution of our type of media, 
while there are other types of media that escape the second cost of 
distribution so it puts us into the spot where we have to cover greater 
expenses in order to provide the service. 

The CHatrmMan. When you pay additional postage, you get credit 
for such postage in connection with vour corporation income tax. 

Mr. Merepirn. That is right, it is a business expense, of course. 

5. I think this bill should not be passed because it will most cer- 
tainly result in a curtailment of the service provided by magazines to 
people generally. It cannot help but result in the lessening of maga- 
zine distribution to people both in urban and rural communities. 
Many magazines carry much service material to our public which aids 
in their standard of living, their mode of life, the agricultural produc- 
tion on farms and the improvement of standard of living on farms. 
Magazines do much good toward a better national diet, the construc- 
tion of homes, the use of modern equipment, the care of children, per- 
sonal hygienic care, and health improvement. ‘The postal service 
was originally based on the premise of dissemination of information 
to our people. I think this bill would definitely curtail constructive 
reading at a time when it is most needed. 

6. I think this bill should not be passed because, to the extent that 
an increase in postage rates can be passed on as an increase in adver- 
tising rates, it will price some manufacturers out of the market. For 
others, it will lessen their sales effort. The result will be less manu- 
facturing, less shipping, less wholesale and retail business, less con- 
sumer buving, less manufacturing of paper and ink, less printing, less 
typographical work, less employment in all these and other fields, 
less postage in all classifications and most important, less income tax, 
luxury tax, franchise tax, travel tax, vehicle tax and less total revenue 
for the Government as a whole. 

7. Again, I think this bill should not be passed because as manu- 
facturers attempt to pass on increased advertising rates in their sales 
prices, this mean another boost to inflation. From one department 
we have price stabilization and freezes, and from another department 
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we have a suggestion that will result in an increase in prices to both 
our advertisers and consumers. That becomes confusing at this point. 

8. I think this bill should not be passed because the Post Office 
Department should not reach out for deficit money until the Depart- 
ment’s operation has been put on the most eflicient basis possible 
within civil service and union limitations. We could not operate this 
way in business and I do not think any organization should just 
because it is a department of Government. I think it might be a good 
idea to retain a good management engineering firm for the Post Office 
Department for an indefinite period. I believe an appropriation for 
such an operation would be quickly saved. It is difficult to believe, 
but nevertheless true, that the Department is still using horses and 
wagons for mail delivery in some few cities. It is using antiquated 
equipment in many spots, I know. I bring that in with a smile to 
say that it is a good place to start a study, horses and wagons, and 
go through the Department to the top. 

9. I think this bill should not be passed on the basis of arguments 
proposed because J feel some of the information is too incorrect. 
For instance, free services and subsidies of the Post Office cost $160 
million, making the real deficit of $360 million instead of $520 million. 
The Price Waterhouse Co. study showed that should second-class 
mail be removed from the post office channels altogether, it probably 
would not reduce the deficit at all and might possibly increase it. 
Their study indicated that the out-of-pocket expense for second-class 
mail was $34 million and the revenue $41 million. This would leave 
a net balance rather than a great deficit for second-class mail. I do 
not propose that you accept any of these figures as sharply accurate, 
but I suggest that they are too far apart to allow for much believa- 
bility in the figures that have been supplied in support of this bill. 
Too far apart to permit you to make any decision at this time. 

Further, it seems that some of the post office accounting system is 
confusing. Asan example, second-class mail is charged with one-third 
of the rural free delivery cost. Rural free delivery was initially set 
up to deliver first-class mail and now delivers only 20 percent more 
first-class pieces than second class, but is charged with less than is 
second-class mail. Should second-class mail be removed entirely the 
RFD cost would probably be precisely the same but the revenue 
much less. All through the cost ascertainment report, | believe these 
oddities should be removed or clarified before the figures are used as 
a basis for postal increases. 

I was glad to observe after I had written that that one Postmaster 
General, Frank C. Walker, voiced somewhat the same opinion when 
he said that the purpose of cost ascertainment is to credit as accurately 
as possible to each class of mail and each special service the revenues 
earned by it and charge each class of mail and each special service 
with its share of the expenditure. The methods and figures have been 
criticized. I have not been satisfied personally that they should be 
used for rate purposes. Cost ascertainment does not, and possibly 
cannot reflect intangible factors, such as degree of preferment in mail 
handling, the relative importance of the economic value of the several 
classes or the relative priority of the services. 

Before I close, a word about our own company. In 1950 we paid 
$1,248,000 in postage. Eight hundred and eighty-three thousand 
dollars of this was in second-class mail. 
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The CHarrman. What were your total operating expenses for 1950? 

Mr. MerepitH. They were approximately $18 million. I can quote 
you some very accurate figures here for three quarters of this past 
year. It is a new report. Our total revenues are $17,900,000. Our 
total operating costs were $14,019,000. Last year it bore about that 
sameratio. That is three quarters of this year, and the last quarter 

The CHatrMAN. You say one of your magazines goes through the 
mails entirely? 

Mr. Merepitnu. Successful Farming. 

erg CnHarrMAN. Every copy of that publication goes through the 
mail? 

Mr. Merepiru. Yes, sir. We have no newsstand distribution 
whatsoever. Our magazine operation, Mr. Chairman, is not as large 
as this figure | gave you. We have a rather large book operation, and 
some other corollary activities which cover some of this figure, but 
that is approximately it, anyway, grouped together. 

As I said, $883,000 was second class, and the balance then between 
that and $1,200,000 is split up between first, third, and fourth. 

The CuHatrMan. You say you have a book operation, too? 

Mr. Mrrepirn. Yes. We put out quite a number of books, cook, 
garden, and so on. 

The CuarrmMan. And the books are included in this postage here? 

Mr. Merepirn. No, sir. 

The CHatrMan. Is that included, the postage on all your business? 

Mr. Merepiru. I am sorry I cannot answer your question accu- 
rately, but the very, very great bulk of our book distribution goes into 
freight and what part of this would be book postage I cannot answer, 
I am sorry to say, but it is very small. Our corresponding mail is not 
in this. This is all machine mail cost and magazines. 

I assure you we would have a desperate time trying to pass 
$1,284,000 along to our advertisers and readers. The important 
point in my mind is that from a national point of view we should not 
pass it along, that is, all of it, because I feel certain the stimulation 
to our economy provided by these two magazines returns this figure 
to our general economy many, many times over. 

Let me give you an example of passing the postage rate along to 
subscribers. In June 1948 we increased the Successful Farming sub- 
scription price from $1 to $1.50 a year. At the old figure of $1 a year 
we sold a very high percentage of 5-year subscriptions. At $1.50 a 
year the average went to about a 3-year subscription. This means 
we had to sell 135,000 subscriptions more than previously. As you 
would assume, it costs us just as much to sell a 3-year subscription 
as a 5-year subscription, but we have 66 percent more units to sell. 

As a result of that subscription price increase, the net on our sub- 
scription operation went down considerably. We were not able to 
pay the difference between average 3- and 5-year subscriptions with 
the extra 50 cents we collected. And literally what we have tried to 
pass on was not passed on because we do not make the decision, the 
purchaser does, and he decided not to pay with the right ratio to bring 
us out with some part of that 50 cents ahead. It is the psychology 
of this thing, the years of custom. You cannot pass it along. We 
have tried very vigorously to do that. 
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The Cuarrman. You have had increases in newsprint and wages 
and you have passed those costs along, have you not? 

Mr. Merepiru. We have done our very best to, particularly with 
increased efficiency for our operation. We have spent an enormous 
amount of money for us since the war for increased efficiency, new 
plant space, new mailing facilities, and we now have unit costs of 
production that are considerably lower than it used to be. 

We pass most of it along through efficient operation, some through 
advertising rates, that is quite true. 

Let me summarize. It 1s our belief publishers cannot pass on the 
postal rate proposed to advertisers without causing general over-all 
damage to our economy to some extent and lessening the ultimate 
revenue to the Government as a whole. We firmly believe that the 
rate proposals would wipe out a large part of the net profits in the 
publishing business causing a consequential shrinkage in the publish- 
ing industry. Assume here it is an important business to the Nation. 
We believe these rates would damage the dissemination of information 
to the American people, would add a push to the inflationary spiral, 
would cause a drop in the number of magazines going through the 
mail, would cause a shrinkage in revenue through income tax and 
other taxes and would consequently defeat the purpose the bill was 
designed for. 

Thank you very much. 

The CHarrMan. Any questions, Mr. Miller? 

Mr. Miuuer. No, no questions. 

The CuarrmMan. Mr. Rhodes? 

Mr. Ruopss. No questions. 

The Cuarrman. Thank you, Mr. Meredith. 

Mr. Merepitxa. Thank you, Mr. Chairman. 

The Cuarrman. We have Mr. Dworkin of the MacFadden Pub- 
lications. He is on the agenda for tomorrow. He is here and I 
understand he wishes to be heard this afternoon. 


STATEMENT OF MEYER DWORKIN, SECRETARY AND TREASURER, 
MACFADDEN PUBLICATIONS, INC., NEW YORK, N. Y. 


Mr. Dworkin. I am the secretary-treasurer of MacFadden Pub- 
lications, Inc. I would like to read this letter addressed to Hon. 
Thomas Murray, chairman, Post Ojilice and Civil Service Committee, 
House of Representatives, Washington, D.C. [Reading:] 

In connection with the hearings presently being held on H. R. 2982, we here- 
with direct the committee’s atcention to the following: 

The gross income and net profits of our eny, after taxes, for the years 
1945 to 1951, both inclusive, as reported to the Bureau of Internal Revenue and 
to our stockholders, were: 








enmtuenmne | .ciet peGns 

Gross income (after taxes) 
RE ee 2 eee ee |} $13, 279, 837 $950, 076 
_ SEEDS a eee oes 13, 660, 242 | 905, 556 
1947... aati . : wa 14, 419, 313 | 716, 586 
i ee = edilhadefeapatiinih uhmpaBiinndive , 14, 846, 498 | 422, 107 
1949__ 14, 721, 513 367, 402 
1950. 13, 723, 752 | 104, 229 
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We have, since 1945, increased cover prices to the readers, and advertising rates 
to our advertisers. Nevertheless, our net profits are diminishing. This bill, as 
drawn, would add an additional cost to our operations approximating $400,000 
per year, which is about equal to the combined profits of 1949 and 1950. The 
increased postal rate costs, which we would have to bear under H. R. 2982, would 
have a disastrous effect upon our business. 

We respectfully submit the facts herein given for your consideration, and urge 
your committee to report unfavorably on the bill as drawn. 

. I should like to add in addition to this a few pertinent facts. We 
publish nine magazines. 

The CuarrmMan. Would you list those magazines for the record? 

Mr. Dworkin. Yes, sir. True Story, True Romances, Photoplay, 
Radio‘Mirror, True Detective Mysteries, Sport, Saga, True Experience, 
and Master Detective. 

We last year, as in the previous years since the war, have printed 
and distributed approximately 88 million magazines per year. 

The CuarrmMan. What is your total circulation? 

Mr. Dworkin. It is in excess of 75 million copies net paid. 

The Cuarrman. You made some reference to 8 million. I did not 
get the significance of that. What is the 8 million referring to? 

Mr. Dworkrn. Our total net paid circulation reported to the ABC 
is approximately 75 to 78 million. I do not recall the exact figure. 
The difference between total distributed and come-back to returns. 

The CHarrmMan. What is your postage bill per year second ‘class? 

Mr. Dworkrn. About $400,000. 

The Cuarrman. How many copies of your nine magazines do you 
send through the mails? 

Mr. Dworkin. Approxiiaately 1,700,000 or 1,800,000 a month. 

The CuHarrman. Is Mr. Macfadden still connected with the com- 
pany? 

Mr. Dworktn. No, he has not been connected with our company 
since 1941. In 1941, the employees of Macfadden Publications who 
had been in the employ of the company during the time that Mr: 
Macfadden was there took over the running of the company. For 
a while we were very successful, until costs began to hit us from all 
directions. We of course published, as we all have done, appealing 
to mass circulation. We do not enjoy the volume of advertising that 
some of our more profitable brethren have in the publishing industry. 
We together with a great many in our class have suffered very mate- 
rially, as you can very well see. Our costs have increased in paper, 
printing, and shipping, and in every direction, and labor costs have 
plagued us so in the past few years that we cannot make up the differs 
ence. It would be difficult for us to assume any additional burdens. 
I am talking for myself; while | am not authorized to talk for other 
publishers in our class, [ am sure it affects them. 

The CHarrMan. Do you have your financial statement for 1949-50? 

Mr. Dworktn. Yes. 

The CHarrmMan. What are your total operating expenses? 

Mr. Dworkin. If you want to deduct the profit from that, it 
would be our operating expenses. I would say our expenses run 
about 90 percent of our total volume. 

The CHatrMan. What are your total operating expenses per vear? 

Mr. Dworkin. May I refer to some papers? 

The CHarrmMan. Yes, certainly. This is vour 1950 report. 

Mr. Dworkin. Yes, sir; on page 15, sir. 
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The CuarrMan. I see you paid a dividend on both your preferred 
and common stock. What was the amount of the dividend to the 
common-stock holders? 

Mr. Dworkin. The common-stock holders received 25 cents and 
we earned exactly 735 cents out of that 25. In other words, we paid 
out of earned surplus last year. 

The CuarrMan. You say on page 15 is your statement. Operat- 
ing costs and other expenses, $13,493,000. What is your second-class 
postage for 1950? 

Mr. Dworkrn. Included in that item, about $400,000 of seeond- 
class postage. 

The Cuairman. That is not for all classes of postage, just second 
class. 

Mr. Dworkin. Just second class, sir. 

The Cuarrman. That would be 3 percent of your total expenses for 
second-class postage. 

Mr. Dworkin. Yes, sir; approximately. 

The CuarrmMan. Has there been any decline in your advertising in 
the last few years? 

Mr. Dworkin. Yes, there has been, especially last year with the 
advent of television. We in our field have suffered from advertising 
revenue. Also due to the advent of television we attribute a great 
deal—— 

The CHarrman. You have some comparatively new publications. 
You take Radio-Television Mirror; how long have vou had that? 

Mr. Dworkrn. Since 1934. I forgot to name that. I want to add 
that to it. 

The CuarrmMan. What is your youngest publication? 

Mr. Dworkin. Saga. 

The CHarrMan. How old is that? 

Mr. Dworkin. It started in September of last year. 

The CuatrrmMan. What kind of magazine is that? 

Mr. Dworkin. A magazine devoted to red-blooded stories of true 
adventure, both as applies to saga Americana or saga anywhere else 
in the world. It is a he-man’s magazine. It has nothing to do with 
blood and thunder. It is a magazine of true adventure stories. 

The Cuarrman. Of course, vou are losing money pioneering that 
magazine, are vou not? 

Mr. Dworktn. We did at the beginning. May I say that the 
magazine seems to be launched on a very profitable adventure. 

The CuarrmMan. True Detective is an old magazine. 

Mr. Dworkin. That is the old magazine. One of the best or the 
best in the detective field, we consider it so. 

The CuatrmMan. Master Detective. 

Mr. Dworkin. Master Detective was started in 1924. 

The CuarrMan. It is along the lines of True Detective? 

Mr. Dworkin. Approximately. It is not as well edited. 

The Caarrman. True Love Stories. 

Mr. Dworkty. That is a magazine that is devoted to the young 
romatic type of lovers. 

The CuarrmMan. True Experiences. 

Mr. Dworkin. Along the same lines, except the difference between 
True Experiences and True Love Stories is that True Love Stories is 
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printed with anonymous stories, whereas the True Experiences are 
actual stories written by the people involved in the stories. 

The Cuairman. How about True Romances? 

Mr. Dworkin. That is the much older type of lovers about to be 
married, whereas True Story is the American way of life, stories 
devoted to the American way of life in all its fields. 

The CuHartrMan. Whatever became of the magazine Physical 
Culture? 

Mr. Dworkin. That went with Mr. Macfadden. 

The CrarrMan. Is he still in the publishing business? 

Mr. Dworkin. He was the last I heard from him, which was about 
weeks ago. 

The Cuatrman. And still has Physical Culture? 

Mr. Dworkin. I think he is still publishing Physical Culture, and 
also some health books. I think he is now abhing to take another 
parachute jump on his eighty-third birthday. 

The CuairMan. He is 83 years old now? 

Mr. Dworkin. He will not admit that he is old. 

The CuatrMan. Any questions, Mr. Miller? 

Mr. Mitier. No questions. 

The Cuairman. Mr. Rhodes? 

Mr. Ruopes. During that period 1945 to 1950, was there an 
increase or decline, generally, in circulation of your magazines? 

Mr. Dworkin. As to the total, 1 would say there would be an 
increase in circulation. As to specific books, there may have been a 
decline. In addition to that, circulation since the war has with us as 
with others varied very much in degree, depending a great deal upon 
the national economy at the time. In the early spring of 1948, for 
some reason or other, there was simply a drop. Publishers just cannot 
go out and change their guaranties and modify their business over- 
night. It takes sometimes 6 months to a year to 2 years to reverse 
the trend of your business and put yourself in an economic balance so 
you can make money again. We do not propose to stay at $104,000 
profit after taxes. We try to make steps to modify our business 
within the confines of our interests and business enterprises to see if we 
can again turn it around. We have a lot of subscriptions that will 
last for a year and a half to 3 years. They average 18 to 20 months. 
We have to do something if you gentlemen pass the bill. 

The CuatrMan. You are certainly better in financial shape than 
you were when you took over the Macfadden Publications in March 
1941. 

Mr. Dworkin. Yes. 

The CuHarrMan. You state in March 1, 1941, when the present 
management took over the business, we inherited a deficit of $1,- 
500,000 and a eash balance of only $15,000, which carried on the 
operations of the company. No dividends had been paid to common- 
stock holders in 11 years, and there were unpaid dividends on preferred 
stock amounting to $2,306,067. 

Mr. Dworkin. Yes, we are very proud of our record. 

The CHAIRMAN. You are in much better condition than you were 
in March 1941. 

Mr. Dworkin. Yes, we are, very much better. At this particular 
point, if we were in the same position we were in in March 1941, we 
would throw up the sponge and forget about it. But because we are 
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in a better position, it gives us time to change our business around to 
see if we can make money again. Whatever the increase would be, 
if any, it would take us a year and a half or 2 years to modify our 
business. 

Mr. Ruopes. You have heavy newsstand sales. 

Mr. Dworkin. Yes, we are primarily newsstand operation. 

Mr. Ruoprs. What percentage goes into the mail? 

Mr. Dworkin. I would say altogether 35 or 40 percent, or there- 
abouts, whereas other companies might be just the reverse. We are 
on the low side on our subscription efforts, but due to the falling decline 
of circulation from time to time you do not change guaranties at once. 
You modify the business over a period. So when circulation at a 
newsstand drops, you try to get more subscriptions, and vice versa. 
It is a flexible operation. 

Mr. Miuzter. How is your magazine Radio-Television Mirror com- 
ing along? 

Mr. Dworkin. In‘1948 and 1949, especially 1948, we had a banner 
year. For some reason television was on the boom. With the advent 
of television in 1949 and in 1950, that magazine just took a nose dive. 
We cannot go to advertisers and say the book is a failure because of 
television. We had to go out and play with the book and invest more 
money in it, meet the present market and conditions and demands on 
that type of publication. So we now call it Radio and Television 
Mirror with a little more emphasis on television than radio. Televi- 
sion is really the low-bracket-income home-entertainment medium. 
So we are working toward that market. All those things take time. 

Mr. Ruopes. Your subscription rate is somewhat higher than the 
average publication, I believe. 

Mr. Dworkin. I would not know offhand. I should imagine it is 
more or less competitive. 

The CuarrMan. You state in your 1950 report that [reading]: 
early in the year 1950 when the business outlook for the company was favorable, 
profits for the first quarter being $256,187, it was decided to add two new publica- 
tions to our line. One of the magazines was to be called Saga, a magazine of true 
adventure. The other Good Cooking, a magazine devoted entirely to the kitchen 
and dining room. This latter magazine showed disappointing results from the 
outset and was abandoned after the third month's edition. Financing of these 
magazines during 1950 amounted to $150,000. 

You mean you lost that much on those two magazines in 1950? 

Mr. Dworktn. Yes. Those losses are no more less than would be 
taken by any progressive company in trying to advance and find new 
sources of revenue. Yet if you took the losses and added them to the 
small profit we made, it would still not equal the profit we were able 
to realize in 1949. 

The CuarrMan. How old is your organization? 

Mr. Dworkin. 1898. 

The Caatrman. Any other questions? 

If not, thank you very much, Mr. Dworkin. 

The committee will stand adjourned until 10 o'clock tomorrow 
morning. 

(At 3 p. m. the committee recessed, to reconvene Friday, April 6, 
1951, at 10 a. m.) 














POSTAL RATE REVISION 





FRIDAY, APRIL 6, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFrFrice AND CiviL SERVICE, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Charrman. The committee will be in order. 

This morning the House meets at 11 o’clock, and I am very eager 
to hear all the witnesses who are on the schedule today before that 
time, because we will have to quit soon after 11 o’clock. So we will 
speed up the hearings this morning as expeditiously as we can. 

The first witness is Mr. Godfrey Lehbar, member of the legislative 
committee, the Associated Business Publications, of New York. 


STATEMENT OF GODFREY LEHBAR, MEMBER OF LEGISLATIVE 
COMMITTEE, ASSOCIATED BUSINESS PUBLICATIONS, NEW YORK, 
N. Y. 


Mr. Lenspar. Good morning, Mr. Chairman. Our brief is before 
the commrttee so 1 am going to summarize in the interest of saving 
time. 

The CuatrMan. Your statement will be inserted in full in the record. 

(The statement is as follows:) 


BRIEF SUBMITTED BY GODFREY LEBHAR, ASSOCIATED Business PUBLICATIONS, 
RELATING TO H. R. 2982 


My name is Godfrey M. Lebhar. I appear before this committee as a member 
of the legislative committee of Associated Business Publications. This association 
is comprised of over 100 magazines generally classified as technical, scientific, 
engineering, trade and professional publications, entered as second class matter. 
There are approximately 1,000 of these publications issued throughout the United 
States, covering every phase of business, industry, and the professions. 

Because of the highly specialized nature of these publications, their circulations 
are relatively small, averaging less than 20,000 per publication. Their profits are 
likewise very small; in fact, many of them have profits of less than $10,000 a year. 
Although they represent only a very small fraction of all pieces of second class 
matter, they render an outstanding service in their respective fields. Their 
principal function is to disseminate up-to-date technical and business information 
relating to new designs, materials, processes, techniques, methods, ete. By thus 
spreading the know-how of business, industry and the professions, they contribute 
immensely toward increased production, improved efficiency, and lower costs, 
thereby aiding materially in raising the standards of living of the people. Time 
has proven that such services are indispensable to the development ae successful 
operation of the American industrial system, which is by far the greatest in the 
world. 

The record of these publications in World War II is well known. Mr. Charlies 
E. Wilson, Director of Defense Mobilization, had this to say recently about their 
services: ‘‘ During the war days if it had not been for the help of the business press, 
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I don’t know what we would have done. The business press created miracles of 
roduction during the war years by their efforts. I will ever be grateful for the 
Levine press.”’ 

Today, as in World War II, these publications are proving to be an important 
factor in aiding Government and industry in forwarding the program of general 
mobilization. They are playing their part in speeding up production of materials 
for defense. They are rendering valuable assistance in conserving vital materials 
and in reducing defense production costs. They are conveying and interpreting 
the Government’s whole mobilization program to business and industry, thus 
contributing toward a better endesitanttie and cooperation. 

These publications are generally used by all industry, large and small. How- 
ever, they are especially important to the small company in the sense that they 
serve as the equivalent of a research department for such organizations which 
cannot afford the expensive research departments of the larger companies. 

Reverting to H. R. 2982, we submit that the proposed increase of 100 percent in 
our rates is inequitable and wholly unjustified by the facts. 

In the first place, it should be noted that we already pay a fairly high rate of 
postage, averaging around 4 cents per copy and running as high as 9 cents. By 
contrast, the average per-piece rate for all types of second-class matter is less than 
six-tenths of a cent, or one-sixth of our per-piece rate. If there is any subsidy in- 
volved in the delivery of our publications, it is relatively small. 

This low average per-piece rate for all types of publications entered as second- 
class matter is responsible for a sizable part of the so-called deficit attributed to 
second class by the Postmaster General. Another large factor is the type of 
service rendered by the postal system to rural areas and smaller communities. It 
is well known that only a relatively few post offices, located in the larger cities, 
show a profit. But we do not argue against a continuation of these low revenue 
services to our rural and smaller communities, even though only a fraction of the 
cost is recovered. They are essential services for the general welfare and should 
be continued. 

We do submit, however, that those users who pay a large share or all of their 
cost of delivery should not be charged with the losses resulting largely from the 
rendition of services for the general welfare. The cost of rendering such services 
should, under proper accounting practices, be isolated and paid for out of general 
funds the same as in the case of other governmental services. 

The adoption of the proposals in H. R. 2982 would have the effect of materially 
reducing and in some instances eliminating the profits of these publications. 
With costs and taxes continuing to rise, it is likely that many of them would have 
great difficulty in surviving. 

Unfortunately, these small circulation and highly specialized publications must 
rely entirely upon the mails for delivery, and, besides, they cannot reduce postal 
costs by having additional entry points, in line with the practice followed by many 
large circulation publications. They have no other means of distribution nor are 
they sold on newsstands. 

The present is no time to force upon these publications charges which they 
cannot meet without considerable hardship and without impairing their essential 
services. The services of these publications in the specialized industries which 
they cover are needed now more than ever before. The demands upon our manu- 
facturing industries for accelerated production for defense at as low a cost as 
possible are such that technical know-how information is absolutely essential. 
These publications are the generally recognized medium for this type of informa- 
tion. They are also pioneers in problems relating to the conservation of critical 
materials. Any impairment in their services, which might necessarily come about 
through higher postage costs, would entail a serious loss to the American people, 
possibly exceeding many times over the cost of mailing these publications. This 
statement is amply borne out by the fact that the National Production Authority 
has recently announced a new magazine which will report progress made and 
explain Government orders issued under the mobilization program. The annual 
cost of this publication has been estimated in published reports at as high as 
$500,000. Incidentally, an editor of one of our member publications has been 
loaned to the National Production Authority as the technical adviser on this 
project. 

Our publications have been traditionally performing similar functions in,the 
many specialized fields they serve. The point to bear in mind is that if by reason 
of higher postal rates many of these publications are put out of business, then the 
Government may find it necessary to take over their functions, and the cost will 
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run many times over the amount of postage increase involved in the bill before 
this committee. 

This association has appeared before this committee on a number of occasions 
on postal bills and has consistently taken the position that some increase in rates 
is justified. But the rate increase of 100 percent proposed in the bill is economic- 
ally unsound and its adoption would result in great harm to the publishing in- 
dustry. Besides, at a time when publishers are attempting to forward the Govern- 
ment program of holding the price line, it seems to us that it would be a very bad 
example for the Government to insist on a 100 percent increase in rates. No 
publisher has ever been called upon by any supplier to pay any such increase, be- 
cause suppliers are sufficiently acquainted with the economics of the publishing 
business to realize the impossibility of effecting any such increase. The post office 
as a great public monopoly should be the last to insist upon abnormal increases. 

We cannot increase our advertising rates at a time when advertising in many 
of our publications is still on the decline, and our subscription rates are frozen 
for as much as 5 years. We suggest that the increase be limited to 30 percent 
and that it be spread over 2 or 3 years. This would give these publications some 
chance to absorb the increase and at the same time continue unimpaired their 
essential services to American industry. 

Mr. Lenpar. My name is Godfrey M. Lehbar. I appear in 
behalf of the Associated Business Publications, Inc. I have been a 
publisher myself of business papers for nearly 40 years. Our asso- 
ciation’s membership includes more than 100 business papers, all on 
a paid circulation basis, and all entered into second-class publications. 

In addition to these publications, the field includes approximately 
900 others. The distinguishing characteristic of business papers is 
that each is devoted to a particular branch of industry, trade, pro- 
fession, or science. Because of their specialized content, they appear 
necessarily to a limited group. The average circulation is less than 
20,000 copies per issue. Approximately 75 percent of our publica. 
tions are published on a monthly basis. 

The significant facts about business papers is that because of their 
relative infrequency of issue they tend to be bulky. ‘The result is 
that the postage we pay per piece is relatively high. It averages 4 
cents per copy. 

The CuarrMan. What percentage of your publications go through 
the mails? 

Mr. Leupar. All, 100 percent; that is, approximately 100 percent, 
I would say. Because of their limited circulation, we cannot go on 
newsstands. 

The Cuarrman. What is the average advertising content of your 
various publications? 

Mr. Lenpar. I have not any full figure, but I would estimate from 
my experience in my own publication, it would tend to be 50 percent. 
I would think that would be an average figure. Now, the 4 cents a 
copy that the business papers pay on the average compares to the 
average for all second-class publications of considerably less than 1 
cent per piece. The fact is that our publications, because of their 
bulk, pay approximately six times as much per piece for postage as 
other second-class publications, even though we all pay the same rate 
per pound. 

Now, we submit it must cost the post office more to deliver six 
copies of one publication than one copy of another, even though the 
aggregate weight of the six copies is the same as the weight of the 
one copy. In other words, weight is only one factor in post office 
costs, and yet it is the only factor now used to determine what my 
postage bill shall be compared with that of another publisher. 
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Obviously, it would be more equitable to take into consideration 
the number of pieces per pound as well as the poundage itself. This 
could be done by adopting a dual formula, supplementing the present 
pound-rate basis at whatever level the Congress may decide is proper 
with a minimum rate per piece, the publisher to pay either the pound 
rate or the piece rate, whichever is higher. This principle is indeed 
recognized in the proposed bill, which would establish a minimum of 
one-eighth-cent per piece. We do not know how that figure was 
arrived at. We do not think it is high enough. We doubt whether 
it would even scratch the surface of the problem of removing this 
inequality between light-weight papers and heavy-weight papers. 

On the other hand, adequate minimum rates per piece, it might be 
half a cent, we do not know, we have not figured it out, together with 
perhaps a 30-percent increase in the present per pound rates, we believe, 
might produce more revenue than would be possible under the pro- 
posed bill. The minimum rate per piece would increase the revenue 
derived from those second-class publications which because of their 
relative light weight now pay a very small part of the cost of handling 
as contrasted to heavier publications, which are already paying close 
to the total cost of handling. 

Our second point is that the proposed 100 percent increase is too 
drastic. It would place an unfair burden on all our publications, but 
it would prove disastrous to the majority of them, which are typically 
small enterprises. No supplier of paper or printing or engraving 
would demand any such increase from us, because he would know we 
could not pay it. The fact is that many business papers have annual 
profits averaging less than $10,000 a year. Their present postage 
bill is a relatively large item, amounting in many cases to more than 
half of their profits. ‘To double the postage bill would be to wipe out 
most of the profit, and put many a small publication on the rocks. 
Eventually it would mean the collapse of many a business paper with 
consequent loss to the subscribers, many of whom are themselves 
small businesses for whom the business paper serves the same purpose 
as the research departments conducted by their bigger competitors. 
The fact is that the business papers are indispensable to the efficiency 
of our industries and trades. 

Mr. Charles E. Wilson, the Director of Defense Mobilization, 
recognized that fact recently when he said, and I quote: 

During the war days, if it had not been for the help of the business press, I 
don’t know what we would have done. The business press created miracles of 
production during the war years by their efforts. I will ever be gratefu! for the 
business press. 

Why jeopardize the existence of the business press by such a drastic 
increase in an important item of their cost as this bill would involve? 
We submit, one, that whatever increase may be imposed should be 
staggered over 2 or 3 years, as is indeed proposed in the present. bill, 
and, two, that the total increase should not exceed 30 percent above the 
present rates. That we believe is the maximum our publications 
could stand. 

We realize that the additional revenue thus provided would not be 
enough to wipe out the deficit which now exists, whatever may be the 
cause of it, but why, we ask, should the Post Office Department be 
singled out as the one Governmental department to be self-supporting? 
We do not require the Department of Agriculture to be self-supporting, 
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or the Department of Commerce or the Department of Interior, or, 
indeed, any of the other departments. On the contrary, we recognize 
that since we all share the benefits of the work of these departments, 
we should share their cost, and so we support them out of the Public 
Treasury. And yet what is there about any of these services which 
does not apply with equal force to the postal service, a service which 
contributes as much as any of them to the Nation’s progress and 
prosperity? 

We submit in conclusion that if the present postal revenues plus 
such reasonable increases as may be decided upon is not enought to 
pay the cost of an adequate and efficient postal service, the deficit 
representing as it does far less than 1 percent of the total public revenue 
should be regarded as a small price to pay for a service so indispensable 
to the national welfare. 

Thank you. 

The CuarrMan. Any questions of the witness? If not, thank you 
very much, Mr. Lehbar. 

Mr. Lenpar. Thank you, Mr. Chairman. 

The Cuarrman. We will next hear from Mr. Omar B. Ketchum. 


STATEMENT OF OMAR B. KETCHUM, DIRECTOR, NATIONAL 
LEGISLATIVE SERVICE, VETERANS OF FOREIGN WARS, WASH- 
INGTON, D. C. 


Mr. Kercuum. Mr. Chairman and members of the committee, I 
think copies of my statement are available, or at least they were 
made available to the committee, and I think the members have a 
copy. 

The Cyarrman. Yes. It is on the desk of each member. 

Mr. Kercuum. My name is Omar B. Ketchum. I am director of 
the national legislative service of the Veterans of For-ign Wars of the 
United States, an organization composed exclusively of men who 
have served in the Armed Forces of the United States on foreign soil 
or in hostile waters during some war, campaign, or expedition in which 
the United States has been involved, including Korea. 

I appreciate the opportunity of appearing before this committee to 
express the views of the Veterans of Foreign Wars in regard to H. R. 
2982. This legislation, if enacted by the Congress without amend- 
ment, poses a threat against the future existence of our national 
organization. To properly explain, I think I should first advise that 
our organization is primarily maintained by means of annual dues 
paid by the members. We have a membership of approximately 
1,200,000 who pay annual dues, out of which $1 comes to our national 
organization to support all our activities, including a subscription to 
our national magazine. This national per capita tax of $1 has existed 
since established by our national encampment in 1913. Proposals to 
increase the per capital tax have been frequently considered but have 
always been rejected. We are trying to do business on a 1913 seale of 
income. The dollar per capita tax has become so firmly established it 
is doubtful if it can be increased and in any event it could only be done 
by majority action of the national encampment which is held but once 
each year. No agency or de ‘partment of our organization has the 
authority to make immediate income adjustments to meet changed 
expenditure situations as can be done by profit corporations. Conse- 
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} mnapin.g it might be a full year—if at all—before we could increase our 
dues so as to meet substantially increased costs occasioned by a change 
in postal rates. The quality of immediate action possessed by mee 
corporations places them in a distinctly more favorable position in 
this regard. 

The amount raised by our national dues is small when one considers 
the number and scope of the activities of our organization among which 
it must be apportioned. These activities are public in character, such 
as the program conducted by our national department of americanism. 
This department alone sent out nearly 50,000 pieces of mail the past 
year and conducted an extensive patriotic program throughout the 
entire Nation—not the least of its activities was the sponsorship last 
year of loyalty day parades and celebrations in 400 cities in the Na- 
tion, in addition to a Nation-wide community service program. 

Our national department of athletics, recreation, and youth activ- 
ities has been conducted on the principle that the greatest asset any 
nation can have is its youth. The activities of this department benefit 
the entire Nation and though I shall not take time to describe the ex- 
tent of our national athletic and recreational program you might get 
some idea of it from the fact that in 1949 we sponsored 602 separate 
Boy Scout troops. Softball and marble tournaments on a national 
scale are also a part of our program. 

Our rehabilitation service maintain trained service officers in all the 
Territories and States of the Union and thereby extend to all veterans, 
including those who are not members of our organization, this highly 
specialized service. This service is rendered entirely free of charge and 
as an indication of its extent, 1 am pleased to advise that during the 
last year this service processed 194,295 separate claims involving more 
than $104 million. 

Without describing our numerous activities in support of the 
national-defense program, the Armed Forces, and in various other 
fields, I think I have given a sufficient review of our activities to 
enable you to see the public character of the program of our organiza- 
tion. None of the income of the organization inures to the benefit 
of any individual or member. It is nonprofit, but it is also more 
than that, for, as I have shown, the benefits of its varied and exten- 
sive program are not limited to its members but extend equally to 
other groups and to the public at large. In fact, the claims processed 
by our rehabilitation service give to our organization a quasi- 
governmental character for it has relieved the Veterans’ Adminis- 
tration of a burden that would have required the employment of 
additional Government workers. This quasi-governmental character 
is also evidenced, in a more indirect manner, by the fact that our 
various services handle hundreds of inquiries of such a nature that 
they would ordinarily be directed to Members of Congress and Gov- 
ernment officials. 

I might say I am not attempting to say you do not get any inquiries 
because of the existence of our organization, but I do believe we get 
a substantial number of inquiries that might otherwise be directed to 
Members of Congress. Maybe we save you a little time and a few 
letters. 

I think we all agree that the cost of the operation of the postal 
service should be borne by those who benefit from the use of the 
service. Here the unanimity disappears, however, for there is con- 
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siderable disagreement as to who are the real beneficiaries. Some 
even go so far as to say that the sender of mail is the only beneficiary 
in the use of the mail service. In some instances this is no doubt 
true. However, I know that this committee, from the extensive 
hearings, it has held, has a much broader view of the varied and 
complex factors that enter into an equitable distibution of the cost 
of operation of the postal service. 1 have sinceerely endeavored to 
approach this problem objectively. 1 believe and hope the com- 
mittee will agree that the use our organization makes of the postal 
service is such that the general public is a real beneficiary of it. If 
the committee does so agree, then it only seems logical that public 
or general Treasury funds should be used to defray a portion of the 
cost. 

The VFW Magazine, which is our national magazine, is published 
monthly and sent to each member of our organization. While it 
represents only one of our many activities, approximately one-half 
of our national dues is required to finance its publication and dis- 
tribution. This indicates the importance we attach to the VFW 
Magazine in maintaining our national organization. It is the medium 
through which we maintain contact with the individual members. 
It is not and never has been profitable—consequently we have given 
the strictest attention to maintaining every possible economy in its 
publication and distribution, and have resorted to all possible means 
to increase its income. 

We know from long experience and experimenting that it will never 
be possible to obtain more than one-fourth of the cost of publishing 
our magazine from advertising revenue, even though our magazine is 
in the forefront of similar magazines in this respect. 

In addition to the VFW Magazine the ladies auxiliary publishes 
a monthly bulletin which is as important to the continued existence 
of the ladies auxiliary as the VF W Magazine is to the Veterans of 
Foreign Wars. The proposed increase in second-class mail rates will 
in 3 years increase the cost of distribution of these two publications 
to approximately $116,000 annually. Under present revenue such 
a cost increase would either require a suspension of publication or 
a curtailment of some of our welfare or service activities, or we 
would have to try and persuade a national convention to increase 
the annual dues and per capita tax to the national organization. 
We found that to be very difficult in the past. We do not have the 
authority, such as the Congress may have, to levy assessments against 
our members. They must approve it in national convention, and 
with thousands of delegates, and each of them wondering in some 
instances how they are going to meet the ordinary cost of living. 
They do not feel much inclined to increase their own dues that they 
pay in their organization. 

I know of no reason why the Veterans of Foreign Wars should be 
treated differently than other reputable veterans’ organizations and, 
therefore, I have no hesitancy in asking the committee to amend H. R. 
2982 by exempting veterans’ organizations which are chartered by 
Congress from any increase in second-class postal rates. 

At this point while I am not emphasizing third-class mailing, I could 
point out to the committee that we have substantial costs involved in 
certain mailings in our organization. For instance, we operate a 
national home for widows and orphans at Eaton Rapids, Mich. We 
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are very proud of that home. It has general public acceptance and 
approval. One of the sources of income for the home of course is the 
sale of what we call home Christmas seals, and we have tremendous 
mailings from that home each year through postal cards and envelopes. 
Then we have other mailings that go out of our national headquarters 
in Kansas City. Our third-class mailings are rather extensive. I 
have not attempted to emphasize or dramatize that, but if H. R. 2982 
goes through, it is going to add considerably to our cost and it will be 
a real burden on our national home operation. 

The CHarrman. Mr. Ketchum, if this committee should see fit to 
recommend the continuance of the same preferential rate for nonprofit 
patriotic, or veterans organizations or religious organizations, educa- 
tional, scientific, and agricultural organizations, and give you in the 
future the benefit of this cheap rate, which you now enjoy, would not 
you be willing to pay the increased taxes for third-class mail? 

Mr. Kercuum. I assume so, Mr. Chairman. In discussing this 
matter with our mational staff in Kansas City, they wanted more to 
emphasize the increased cost of the mailing of our magazine, rather 
than other third-class mail, and they did not instruct me to put up 
a vigorous fight, although there may be some of the other organiza- 
tions that have more of an interest in the third-class mailing than they 
do in the mailing of their magazine. 

One organization I know of probably has much more third-class 
mailing, and would be more affected by the increases on that than 
they would on the mailing of their paper or magazine In our case 
we feel that the magazine is the most important They did not ask 
me to make any particular fuss or fight over the increase in third 
class, although it will substantially add to our cost 

Mr. Gotpen. Did not the bill which our committee brought out 
and which was passed by the Congress have this differential in favor 
of patriotic ¢ and religious and school magazines last vear, Mr. Chair- 
man? 

The CuatrmMan. That is correct. It was passed by the House and 
not by the Senate. 

Mr. Goupen. I believe this committee is going to want to do that 
again. | cannot speak for anybody but myself, but I believe if we 
could get that amendment up and let the committee express its will 
on it, we might save an awful lot of time for these various charitable 
and patriotic organizations. I think it ought to be done, and I think 
it will be done. 

The Cuarrman. Any other questions of Mr. Ketchum by any other 
member of the committee? 

Mr. Rees. The organizations which you referred to might have 
some question with regard to third class such as the DAV? 

Mr. Kercaum. That is right. I understand the DAV has a very 
large third-class mailing, and no doubt would be hit pretty heavy on 
the third-class mailing. We have much of it, too, not to the extent 
they have it, because of certain activities they engage in. It would be 
a considerable cost to us, but I was asked to dramatize particularly 
the increased cost of mailing our magazine. We have a much larger 
organization than the DAV, and therefore the mailing of the magazine 
becomes a tremendous item in our operation. 

Mr. Rees. I understand that. 

Mr. Mriter. Mr. Chairman. 
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The Cuarrman. Mr. Miller. 

Mr. Mruuer. I would like to express my personal appreciation to 
Mr. Ketchum. I know no one with whom I have worked in Congress 
who is more frank than he is, and I think he has made a fine statement. 
1 would like to commend him for it. 

Mr. Kercuum. Thank you, Mr. Miller. I appreciate that. 

The CHatrMaNn. I concur with Mr. Miller’s observation. Of 
course, | think the VFW gets out an excellent monthly magazine. 
I enjoy reading it. I have been a member of the organization ever 
since World War I, and naturally I am interested in the future progress 
and welfare of the VFW. 

Mr. Kercuum. Thank you. 

Mr. Regs. | want to concur, too, especially since my friend Ketchum 
comes from my home State of Kansas. I do want to say in all serious- 
ness he has always been fair, not only before this committee, but 
before another committee where we had a considerable number of 
matters in common and interest when Mr. Ketchum first came to 
Washington. 

Mr. Kercuum. Now I would like to pay a compliment to this 
committee. I would like to say with the possible exception of the 
House Veterans’ Committee, I do not know of any committee in the 
Congress that has extended me more courtesies and has been nicer to 
me than this committee of the House on Post Office and Civil Service. 
I do not know any committee that I would rather appear before than 
this committee. I just wish some other committees in Congress 
could be as nice to me as this committee. 

The CHarrMAN. We appreciate your remarks, Mr. Ketchum. 
Thank you. 

Mr. Kercaum. Thank you, Mr. Chairman. 

The CuHarrMan. We will next hear from Miss Elizabeth A. Smart, 
of the National Woman’s Christian Temperance Union. 


STATEMENT OF ELIZABETH A. SMART, NATIONAL WOMAN'S 
CHRISTIAN TEMPERANCE UNION, WASHINGTON, D. C. 


Miss Smarr. I am Miss Elizabeth A. Smart. My address is 100 
Maryland Avenue NE., Washington, D. C. I am representing the 
National Woman’s Christian Temperance Union. 

We are opposing H. R. 2982, the bill to readjust postal rates, for 
the reason that it would have a most unfortunate effect on a class of 
publications which we feel are highly important to the suecessful 
continuation of our American way of life, including those publications 
through which our organization is trying to combat the terrific 
present-day increase in alcoholism by spreading the facts about 
alcohol not only to adults, but by making them available to children 
in the hope of giving them opportunity to know and understand the 
dangerous nature of this narcotic drug before they encounter the 
social pressures to drink, in order to enable them to make wise deci- 
sions for themselves with regard to it. Particularly in a day when 
babes scarcely out of the cradle are being pressured over the television 
to drink, is the wide dissemination of such information important. 

I am referring in general to magazines and periodicals published by 
church and religious organizations, voluntary associations such as 
women’s organizations; charitable, scientific, and educational associa- 
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tions. All of these publications have a limited circulation, as com- 
pared with the huge circulation of popular magazines which not only 
do pay for themselves but realize a large profit for the publisher. 

It is unfortunately a matter of common knowledge that more of the 
public will pay for comic supplements than they will for educational- 
and character-building literature. It is also true that those who are 
interested in this type of literature, as for instance educational publica- 
tions, young students, teachers, and college professors, have not the 
means to pay the high rates that would be required to make up for the 
lack of large circulation. Yet it is far more important for America 
to develop scientists, doctors, and educators than it is to amuse a 
large section of the public with comics. It is more important to build 
moral character by disseminating religious publications and warning 
youth about narcotic drugs, including alcohol, than it is to encourage 
gangsters by disseminating racing information. But the gangsters will 
subsidize racing wires and publications out of the huge sums poured 
into their hands by an unthinking public, while those who are striving 
to build character have only modest contributions with which to 
finance their work. 

To increase the price of our publications means to deprive the 
working home existing on small wages, especially in these days of 
rising prices, the country home and the small-town home of a paper 
that has been built into the home as a part of its structure. Our 
papers go out into the grass roots where every dollar has to be looked 
at twice and then made a subject of discussion in family councils 
before it is spent. We have doubled our subscription price on the 
Union Signal reluctantly because the amount required to subsidize 
our paper at the $l-a-year rate had become prohibitive, but even 
this increase subscription rate does not cover the cost. 

Doubling the cost of mailing can prove the final straw to us, and I 
am sure to many of the religious and educational publications. 

We would urge that this proposed increase be abandoned or that, 
if it be carried out, religious, educational, scientific and temperance 
publications be exempted from the increased rate. 

I have called to the attention of your committee before that one 
of the most effective means of combating the spread of communism 
in this country is the encouragement of the work being done by 
church and religious organizations such as my own. The word 
“Christian” is advisedly a part of our title. Among our 23 depart- 
ments are those of spiritual life, temperance and missions, temperance 
education in church schools, and Christian citizenship. Nature abhors 
a vacuum. Subtract from America the influence being exerted in 
and through her homes by our work and that of the church, and you 
will find communism moving in and occupying the empty chairs. 
You subsidize air mail to build up an Air Force for defense. You 
would do well to continue the comparatively modest amount of the 
subsidy for our publications. 

The CuatrmMan. Thank you, Miss Smart. 

Are there any questions of Miss Smart? 

Mr. Rees. I appreciate your statement. Of course, your publica- 
tion is published without profit to anyone. 

Miss Smart. Absolutely. We have to take money out of our 
membership dues to subsidize the paper. We were $8,000 in the hole 
on it last year. 
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Mr. Ress. Of course, I want to commend you upon the splendid 
work you are doing, and the contribution that you are making to 
this country by reason not only of the publication, but of your own 
personal efforts. I notice you refer here to the manner in which the 
television carriers on its programs. It occurs to me—TI do not know 
whether we can do it by congressional action or what—but something 
ought to be done to help revise their programs a little, I think, because 
they have gone out on a limb, I think, in an attempt to make money 
rather than to really bring to the attention of the people the things 
that are really worth while. Anyway, I want to commend you for 
your statement. 

Miss Smart. I agree with you. 

The Cuarrman. Thank you very much, Miss Smart. 

Miss Smarr. Thank you. 

The CHarrMAN. The next witness is Dr. Joy Elmer Morgan, Editor 
of the National Education Association Journal. 


STATEMENT OF DR. JOY ELMER MORGAN, EDITOR, NATIONAL 
EDUCATION ASSOCIATION JOURNAL 


Dr. Moraan. I am Joy Elmer Morgan, editor of the Journal of 
the National Education Association and director of the NEA division 
of publications with offices here in Washington. 

Our association is comprised of some 460,000 members and has 
affiliated with it 52 State and Territorial associations and some 4,000 
local associations which all together enroll more than 850,000 teachers 
and school officers. The NEA has 24 committees and 31 departments 
including such groups as classroom teachers, elementary-school prin- 
cipals, high-school principals, superintendents, physical education, 
music, and so on. The association operates as a nonprofit organiza- 
tion under a special charter granted by Congress. With members in 
every part of the country it is a fairly large user of the postal service. 
The NEA bill for postage during the year 1950 exceeded $130,000. 
In addition to the NEA Journal, there are some 20 other periodicals 
and many books, bulletins, and circulars. Our affiliated State and 
Territorial associations publish some 50 periodicals. Of course, our 
affiliated local associations publish hundreds of other periodicals. 

We have a twofold interest in the postal service. First, we want 
that service to be efficient with fair treatment for its employees. 
Second, we want the costs to be as low as possible consistent with 
high standards of efficiency. Common sense tells us that, in the face 
of vastly increased operating costs, the efficiency of the postal service 
cannot be maintained without large increases in postal receipts. 

An inferior postal service can be far more costly to any enterprise 
which depends on the use of the mails than would sufficient increases 
in rates to support an effective service. If a 100-percent increase in 
second-class mail rates is necessary to meet the increased cost of the 
postal service resulting from inflation, we do not oppose that increase. 
We would like to point out, however, that the proposal to increase 
second-class rates 50 percent at one time is too sudden and would work 
a hardship on organizations with fixed and limited budgets. 

To illustrate the effect of the proposed rate increase on the NEA 
budget, let us take just one item—the NEA Journal, which as a non- 
profit periodical is now mailed unzoned at 1% cents per pound. In 








566 POSTAL RATE REVISION 


round figures it cost the NEA $23,000 to mail the NEA Journal during 
the calendar year 1950. Under the proposed rates that figure would 
ard to $42,000 as soon as the new act took effect; to $49,000 a year 
ater; and to $56,000 2 years later. So sudden and great an increase 
would work undue hardship on our associations and on some 1,700 
colleges and universities, which are now hard pressed financially. 
We suggest that the increases be spread over a period of four full 
years, at least. If it were possible, it would be even better if it could 
be spread over a period of 10 full years. In organizations like com- 
munities and States and professional organizations that operate under 
budgets that are fixed for 1 or 2 years, it is rather hard to absorb an 
increase of more than 10 percent in a single year. 

We further suggest that the real inequity in the postal rates involves 
the rate on books which has been increased three times since second- 
class rates were increased. The book rate which is now 8 cents on the 
first pound and 4 cents for each additional pound would—under the 
proposals now before the Interstate Commerce Commission—be again 
increased 25 percent for the first 10 pounds with much greater in- 
creases for packages larger than 10 pounds which would be subjected 
to zoning. All this works a hardship on schools in remote parts of the 
country. The logical thing to do is remove books from fourth class— 
which is a merchandise classification—and to place them in second 
class. We therefore suggest that H. R. 2982 be amended by adding 
item (e) to section 2, page 4, as follows: 

Books containing 24 pages or more permanently bound for preservation con- 
sisting wholly of reading matter or of reading matter with incidental blank spaces 
for students notations and containing no advertising except incidental announce- 
ments of other printed matter and when in parcels not exceeding 70 pounds in 
weight shall be classified as second-class matter and shall enjoy the same rates as 
the reading portion of periodicals. 

The Cuarrman. Are there any questions of Dr. Morgan? 

Mr. Gotpen. Mr. Chairman. 

The CuHarrman. Mr. Golden. 

Mr. Goupen. Books, as I understand it, are entirely removed from 
this bill and are pending before the Interstate Commerce Commission 
as parcel post. 

The CaairmMan. That is correct, Mr. Golden. 

Mr. Goupen. I think there ought to be something done to protect 
the educational institutions from excessive postage rates on books. 
I agree with the witness entirely, but I do not see how we can reach 
that now until the Interstate Commerce Commission relinquishes its 
jurisdiction, or something is done. 

The CuatrmMan. I agree with Mr. Golden. We cannot consider 
that question as long as it is pending before the Interstate Commerce 
Commission. 

Dr. Moraan. Are you stopped from defining the classification and 
taking it out of fourth class entirely? 

The Cuarrman. I do not think we should consider it until the Inter- 
state Commerce Commission finally passes upon the proceeding be- 
fore it. 

Dr. Moraan. We hope at that time you will take into considera- 
tion this proposed amendment. 

Mr. Gross. Dr. Morgan, you seem to indicate in your statement 
that the increased cost of the Post Office Department is due entirely 
to inflation, is that right? 








POSTAL RATE REVISION 567 


Dr. Morean. Obviously that is a big factor. I am not an ac- 
countant, but obviously that is a big factor. You have increased the 
wages of the employees, and other costs. 

Mr. Gross. If it is based on inflation entirely, you will be back next 
year protesting an increase, because there is no sign anywhere that 
this inflation is going to stop. 

Dr. Morean. If it does not stop pretty soon, we will have to start 
all over anyway. 

Mr. Gross. | am glad to hear the witness say that. 

The Cuatrman. Thank vou very much, Dr. Morgan. 

Dr. MorGcan. Thank you, Mr. Chairman. 

The CuarrmMan. The next witness is Mr. George J. Hecht, president 
and publisher of Parents’ Magazine, of New York City. 


STATEMENT OF GEORGE J. HECHT, PRESIDENT, THE PARENTS’ 
INSTITUTE, INC., PUBLISHERS OF PARENTS’ MAGAZINE AND 
OTHER PERIODICALS 


Mr. Huecutr. My name is George J. Hecht. I am president of the 
Parents’ Institute, Inc. Our company and its wholly owned sub- 
sidiaries publish Parents’ Magazine, the Children’s Digest, and a 
number of other relatively small circulation magazines. 

The proposed 100 percent increase in second class rates would be 
so disastrous to our company that I have asked for time to make this 
statement to your. 

During our last fiscal year, we paid in round numbers $259,000 in 
second-class postage. This far exceeds the net profits of our corpora- 
tion before Federal income taxes. The proposed 100 percent increase 
in second-class postage would drive our company out of business. 

During the past few years we have had to increase both our adver- 
tising and subscription rates to meet increased costs of printing, paper, 
labor, engravings, and so forth. But we are doubtful whether we can 
increase these rates much, if any, further. We found that when we 
increased our newsstand price, we lost sales. We have found that 
whenever we raise our advertising rates, we lose advertising to com- 
petitive media. A goodly quantity of advertising is going out of 
magazines into radio and television where there is no postage to be 
paid because transmission on the air is free. And we are losing adver- 
tising to newspapers, most of whose copies are not delivered by mail. 
We have found that whenever we increase our advertising rates, we 
price ourselves out of a lot of advertising. We used to carry a lot of 
advertising of children’s books and toys and private schools and camps. 
But as we have been inc reasing our advertising rates, we have lost a 
good part of such advertising because the cost is too great for these 
firms and for the private schools and camps to bear. We certainly 
will be unable to pass along to others the cost of a 100-percent increase 
in postage rates. 

There are more than 20,000 magazines and newspapers that are 
distributed by second-class mail. And a vast majority of these 20,000 
publications are small publications, many of which like ourself will 
be put out of business if the proposed 100 percent increase in postage 
rates is enacted. To give you an idea of the number of small publi- 
cations that will be seriously affected by such legislation, I show you 
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a copy of this 1,478 page Directory of Newspapers and Periodicais, 
published by N. W. Ayer & Sons. Many magazines whose centribu- 
tions to American life are exceptionally important will have to close 
up shop. 

If Parents’ magazine is put out of business, certainly the appro- 
priations for the United States Children’s Bureau will have to be 
tremendously increased because the Government must see to it that 
parents bring up their children to be healthy, educated, self-supporting 
citizens. The circulation of Parents’ magazine is a million and a 
quarter per issue, or 15 million copies per year. There are on an 
average about 30 articles in every issue of Parents’ magazine. If the 
United States Children’s Bureau were to publish in pamphlet form 
each one of these articles on the rearing of children, that would mean 
450 million pamphlets a year. And as the pamphlets of the United 
States Children’s Bureau are distributed without payment of postage, 
the mailing cost of these 450 million free pamphlets would add very 
considerably to the deficit of the Post Office Department. 

I know that the Congress of the United States recognizes that 
information must be gotten to parents on the rearing of their children, 
just as information must be gotten to farmers on the breeding of their 
cattle. Nobody in Congress seems to be concerned as to what might 
be called the deficit of the United States Department of Agriculture. 
The principle was established by the Congress in 1879 that magazines 
and other publications that disseminate news and useful information 
to the American people should be distributed at preferential postal 
rates. This is in order that the people of the country should be 
informed. Without our newspapers and our periodical press our 
democracy won’t function. In Canada, where the first class postage 
on first class letters is 4 cents, the postage for magazines is less than 
it is in the United States. When I went down, at the request of the 
State Department, to study the possibility of publishing a magazine 
in Mexico, I found out that after the first year of publication the 
Mexican Government distributes magazines without any postage 
charge at all. This is done so that the people of Mexico can be edu- 
cated and informed. They figure it is cheaper to have magazines 
and newspapers distributed to their people than it is to pay for the 
more expensive other forms of adult education. 

I think there are some other points that need to be made. It is 
proposed that there should be no increase in second class postage 
rates for agricultural magazines. Frankly, I do not see why agricul- 
tural magazines should be exempt from increase in postage. But if 
agricultural magazines are to be exempt, I maintain that magazines 
for parents on the rearing of children are just as important as magazines 
for farmers on the breeding of cattle. And therefore I submit that 
if magazines for farmers are to be exempt from an increase in postage, 
magazines for parents should be similarly exempt from increases. 

I know that testimony has been given to your committee asking 
that publications issued by nonprofit organizations should be exempt 
from any increase in second class postage. I am taking no position 
as to whether this request should, or should not, be granted. But | 
do say, if nonprofit religious magazines are exempted rom an increase 
in second class postage rates, it is completely unfair and wrong that 
similar religious magazines published by organizations trying to make 
a profit should be charged a higher rate of postage. If nonprofit 
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religious magazines are exempt from an increase in postage rates, why 
should you increase the postage rate for other religious magazines such 
as the Catholic Educator, the Pulpit Digest, Pastoral Psychology, 
the Living Church, and other magazines which are published by organ- 
izations which are trying to make a profit. Similarly if nonprofit 
educational magazines are exempt from postage rate increases, | 
maintain that all educational magazines should be exempt from postal 
rate increases. Why discriminate against such educational publica- 
tions as the Progressive Teacher, School Arts, Journal of Business 
Education, the Education Digest, and Parents’ magazine, which are 
trying to make a profit? 

Parents’ magazine, like many other magazines, sells a goodly portion 
of multiple year subscriptions. During the past calendar year we 
sold: 24 percent 4-year subscriptions; 17 percent 3-year subscriptions; 
28 percent 2-year subscriptions; 24 percent 1-year subscriptions; 
7 percent less-than-l-year subscriptions. 

So you will see that we now have hundreds of thousands of long-term 
subscriptions on our books on which we can do nothing about increasing 
the price. Consequently, any increase in postage rates must be 
moderate and read over a number of years. 

In conclusion, I wish to say: 

(1) The proposed 100-percent increase in second class rates would 
be completely disastrous for our company. The very maximum that 
our company could bear, and that would be a terrific burden, is an 
increase in second-class postal rates of 25 percent if spread over 3 
years, that is, 10 percent the first year, 10 percent the second year, 
and 5 percent the third year. Even this increase might force us to 
discontinue some of our smaller magazines. 

(2) If magazines for farmers are exempt from postal rate increases, 
then I maintain that magazines for parents should likewise be exempt 
from postal rate increase. 

(3) If nonprofit religious and educational magazines are exempt 
from postal rate increases, then I maintain that all religious and 
educational magazines whether nonprofit or not should be exempt from 
postal rate increases. 

(4) The problems of postal rate making and the management and 
accounting methods of the Post Office Department are so compli- 
cated and technical that I join with the many others who have 
recommended either a joint congressional committee to study these 
matters—as called for by the Senate Joint Resolution No. 197, 
proposed in the Eighty-first Congress by Senator Leahy, Democrat 
of Rhode Island—or a permanent commission, such as the Interstate 
Commerce Commission, which studies and fixes freight rates and 
fourth class postal rates. 

(5) If second class postage rates are increased 100 percent, as this 
bill proposes, it will put a goodly percentage of the periodical press 
of America out of business, and will not substantially reduce, if at 
all, the post office deficit. In my opinion, Congress should not try 
to eliminate the so-called deficit of the Post Office Department any 
more than it should try to eliminate that of the Department of 
Agriculture; but if it is determined to try to do so, there is only one 
practical way to do it—and that is to do what Canada has done— 
namely, to raise the postage on letters from 3 cents to 4 cents. 

The Cuarrman. Are there any questions of the witness? 
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Mr. Rees. Just two or three questions. 

How much have you increased the cost of your magazine in the 
last 10 years to the public, just take the Parents’ magazine. 

Mr. Hecur. We increased the single copy price from 25 cents to 
30 cents for a period of a vear, and we found that our newsstand sales 
and the sales resistance was so great to the increase in price that we 
reduced it again to 25 cents. 

Mr. Rees. Have you increased your advertising? 

Mr. Hecur. We have increased our long-term subscription rates 
somewhat. We found we could not increase our advertising rate, 
except for about 3 percent some time ago, increased the rate per page ° 
per thousand copies. We are delivering more magazines, so that the 
total rate has increased. 

Mr. Rees. Are you getting more money for your company now 
than you did 10 years ago for advertising, in total amount? 

Mr. Hecur. Our net profits are way down. 

Mr. Rees. I am not talking about profit. Are you getting more 
money? 

Mr. Hecut. We are getting more money, but we are having to print 
and mail more magazines. Per thousand copies we are getting less 
money. 

Mr. Rees. Are you paying more for your labor to get your magazine 
out than you did 10 years ago? 

Mr. Hecur. Yes. 

Mr. Rees. And it costs more for distribution and everything? 

Mr. Hecur. Yes. 

Mr. Rees. And you are doing business for profit, which you ought 
to do. 

Mr. Hecur. Yes. 

Mr. Rees. What share of your postage is the share of your total 
operation of your company? Put it the other way, what is the total 
cost of running your company last year? 

Mr. Heenv. A little over $6 millon. 

Mr. Rees. And your postage was $259,000? 

Mr. Hecur. Yes, but that is the second class-postage only. We 
paid $103,000 worth of third- and first-class postage, making a total 
of $362,000. 

Mr. Mitier. Out of $6 million? 

Mr. Heenr. Yes, out of $6 million. 

Mr. Mitier. About 2 percent. 

Mr. Rees. I think your magazine is a good magazine. | think you 
accomplish a lot of good. I go along with vou in what you said in 
that respect. 

Mr. Hecur. Thank you. 

Mr. Rees. | wondered if you would not go along with a little in- 
crease, since you are in business. 

Mr. Hecur. I said we would. I said this proposed increase would 
completely drive us out of business. 

Mr. Rees. I want to get you straight on your Mexico. You almost 
emulated Mexico, because of the wonderful service it is rendering with 
respect to the education because of the free service. You are not 
comparing the educational program in Mexico with America, are you? 

Mr. Hecnr. | was just telling when I went down at. the request of 
the State Department, I was informed down there that they deliver 
all magazines free of postage after the first vear. 
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Mr. Rees. Yes, but you certainly do not want to compare it. 

Mr. Hecur. No, I am not suggesting that. I am suggesting that 
they recognize that they serve an educational function, and the 
Congress of the United States has recognized that here. 

Mr. Gross. Will the gentleman from Kansas yield at that point? 

Mr. Rees. Certainly. 

Mr. Gross. Of course, the Government of Mexico does not try to 
subsidize every other government in the world, does it? 

Mr. Hecur. [ am just reporting what I found when I went down 
to Mexico. They recognize that magazines are educational. 

Mr. Mititer. Your company is owned by a number of universities, 
is that correct? 

Mr. Hecnr. It was owned by four great universities. Those uni- 
versities no longer own it. But it was started by four great universi- 
ties, and it was owned for more than 22 or 23 years by those universi- 
ties, 

Mr. Mituer. It is now a private company? 

Mr. Hecur. It was always a Wisconsin corporation. 

Mr. Mituer. But when it was owned by the universities, none of 
the profits inured to the benefit of any individuals. 

Mr. Hecur. The universities were stockholders, and they got their 
proportionate share. There were other stockholders that got benefit 
then and now. 

Mr. Mituer. That is what I wanted to know. As long as uni- 
versities are out of it, that changes the picture. Do any of the 
universities have any interest in it now? 

Mr. Hecur. They have educational interest; no longer any stock 
interest. 

Mr. Miuier. Let us not quibble with these things. You do not 
make the case any stronger as far as I am concerned when you try to 
quibble. Do any of the universities own any stock in your company 
now? 

Mr. Hecur. No. 

Mr. Mituier. That is the answer. 

The CuarrmMan. Thank you very much, sir. 

Mr. Hecur. Thank you, sir. 

The Cuarrman. The last witness is Mr. Nathan Boone Williams, 
Washington, D. C. 

Mr. Williams, I see you have a rather lengthy statement here. I 
do not see where it has much bearing upon the legislation we are 
considering. You are discussing a matter that I think is extraneous 
to this postal rate bill. Coudense your statement, because we have 


. 


to quit at 11 o’clock. We have about 7 minutes. 


STATEMENT OF NATHAN BOONE WILLIAMS, WASHINGTON, D. C. 


Mr. Wiuutams. Very well. Mr. Chairman and members of the 
committee, it is with deep appreciation that I review with you certain 
aspects of our present 

The CuairmMan. You will not have time to read the entire statement. 

Mr. Wiuurams. ! understand that. But I do want to get the 
opening statement. I shall undertake to show that you are con- 
fronted with much the same situation so eloquently described by a 
committee of Congress in its report on existing conditions on February 
28, 1944, which concluded: 
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The committee are satisfied that the existing laws are constantly violated and 
evaded; and that further and more effective penal enactments are demanded to 
check and suppress such abuses in the future. 

For your information and for the record, it seems appropriate that 
I should at this point sketch the occasions and results of my research 
into postal law and postal history from which I conclude that there is 
no present need for any increase in postal rates on any class of matter 
save, perhaps, matter of the fourth class, now under review by the 
Interstate Commerce Commission. 

The CuHarrman. Now, will you please state briefly what your 
contention is now? 

Mr. Wiuutams. My contention is that it has always been postal law 
verified by postal history that the Post Office Department should 
exercise a complete monopoly in the carriage of all mail matter by law 
made mailable except such exceptions as the laws prescribe. 

The CuHartrman. In other words, you would not allow express 
companies or trucking companies or freight companies to carry parcel 
post? 

Mr. WiuutaMs. I certainly would not. 

The CuHairman. You would make the post office carry everything 
that is mailable? 

Mr. Wixurams. Everything that is made by law mailable. In other 
words, you might——— 

The CuHarrman. You would put the express company out of 
business? 

Mr. WiuutaAmMs. No; I would not. 

The CHarrMAN. What would they haul then? 

Mr. WiuuAms. They would haul everything above the postal limit. 

The CuarrmMan. Everything above the 70 pounds? 

Mr. Wituiams. If you think that limit is too big for the post office, 
make it smaller. 

The CuHartrmMan. Mr. Williams, the Post Office Department is 
losing money on parcel post, so it says, so how would your proposal 
then by vastly increasing the volume of parcel post decrease the 
deficit? 

Mr. Wi.utams. Parcel post is not before this committee at the 
present time under this legislation. 

The CuHarrmMan. But I say if your contention is sound, if your 
proposal should be adopted, and the post office should be required to 
carry everything that is mailable up to 70 pounds, and if the Depart- 
ment is losing money on the volume it is now carrying, how would 
your proposal wipe out the deficit? 

Mr. Wixtuiams. It would do it with respect to other classes of mail 
matter unquestionably, and the main one that is involved at the 
present is mail matter of the second class. 

Now, I made some examinations recently with respect to just what 
is happening with respect to the larger publications. I went over to 
the Audit Bureau of Circulation and found that about half of their 
output is carried by express at less than postage rates. 

Now, let me give you a concrete example with respect to my own 
personal experience on even yesterday. The Saturday Evening Post, 
a magazine which I highly respect, and of which I have been a regular 
subscriber for many years, a single copy came to my home. It 
weighs, this issue of yesterday, about 2 pounds. The post office 
got 2 cents for carrying it. The post office lost money on that copy 
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as well as every other copy delivered by carriers. But within 2 blocks 
of my residence is a branch post office. Within two doors of that 
branch office is a newsstand. On the same day that single copy of 
the magazine was delivered to my home, that newsstand within two 
doors of the branch post office got a stack of Saturday Evening Posts 
that weighed probably 500 pounds. 

The CuarrmMan. They came by truck or freight. 

Mr. Wiiurams. They came by express at less than the postage rate. 
They might just as well have been carried to that place as the ones 
that went by carrier. 

The CuarrmMan. No; the express rates are not cheaper than the 
parcel post rates, 

Mr. Wixiurams. Then why do they use it? 

The CuarrMan. It probably came by freight or truck. 

Mr. WiuuiaMs. By freight or truck? 

The CuarrMan. Yes. 

Mr. Witurams. Not out in this town. They came by express 
wagon. They came probably by carload to the news distribution 
center, 

The CuarrmMan. That is what I am talking about. It came by 
either freight or truck. 

Mr. Wixurams. They may have delivered them, but they delivered 
them with their own trucks from the news agency. 

The Cuarrman. What would you have the Post Office De ‘_partment 
do about that situation? 

Mr. WitutaMs. The Post Office Department should carry all mail 
matter that is by law made mailable. If anybody wants second class 
privileges, they should be willing to put all of their stuff in there so 
that their package would have carried $7.50 or $10 postage. 

The Cuarrman. The Department is losing a tremendous amount 
on second class now, and if the volume is greatly increased like you 
insist it should be, there would be still greater loss unless the rates-are 
materially increased. 

Mr. Wituiams. Not by any manner of means. That has been the 
subject of discussion over the years and it is not fair to the small 
publisher. 

Mr. Miuurr. Mr. Chairman, I think Mr. Wiliams made a very 
substantial statement. I have glanced at it here. I am going to 
make a point of order. The House goes into session in 2 minutes. 
He will not have time to expound on it at this time, and we have to be 
on the floor in 2 minutes. I think we can read this statement. I 
think he has advanced some interesting points. 

The CHarrMan. Very well. We will give careful study to your 
memorandum. 

Mr. WiuuiaMs. That is fine. Let me make this final suggestion. 

The CHarrMan. Very well. 

Mr. Wixuiams. You may, and with proper consideration, strike 
everything from the pending bill before you after the enacting clause 
and enact these words “wherever used in postal law or regulations the 
work ‘packet’ means and includes all matter by law made mailable,’ 
and you will have neither increased postage rates, diminished service 
or postal deficits. 

The CuarrmMan. Thank you. The committee will stand adjourned 
until 10 o’clock next Tuesday morning. 

(At 11 a. m. the committee recessed, to reconvene at 10 a. m, 
Tuesday, April 10, 1951.) 
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TUESDAY, APRIL 10, 1951 


House oF REPRESENTATIVES, 
ComMITTEE ON Post OFrFricEe AND CiviL SERVICE, 
Washington, . ¢) 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

We will try to handle the hearings this morning as expeditiousy 
as possible, in view of the fact that the House meets at 11 o’clock and 
there will probably be a vote taken on a certain measure just after 
the House convenes. In view of that, we will have to adjourn soon 
after 11 o’clock. We will try, if possible, to hear all the witnesses 
between now and 11. 

The first witness this monring is Mrs. Harriet F. Pilpel, repre- 
senting the Walter Field Co., of Chicago, Il. 

We will be glad to hear from you, Mrs. Pilpel. 


STATEMENT OF HARRIET F. PILPEL ON BEHALF OF THE WALTER 
FIELD CO., CHICAGO, ILL. 


Mrs. Pirpe.. Thank you, Mr. Chairman. 

Whenever I address myself to c. 0. d. service, which is the subject 
to which I will address myself this morning, I am reminded of an ad 
that I heard was run in a Cambridge, Mass., newspaper. There was 
an advertisement for a Harvard man or equivalent. Someone called 
up and wanted to know what was meant by equivalent. He asked, 
“Do you mean two Princeton men, or a Yale man part time?” 

At any rate, the fact is that there is no equivalent to the ec. o. d. 
service. I have asked the people in the clerk’s office here and in the 
Senate whether anybody else is appearing on behalf of the ec. o. d. 
service, and I was told that, as far as they knew, no one was. So it 
is a little bit of nobody’s boy. 

I am personally appearing on behalf of the Walter Field Co., of 
Chicago, which is a very low cost mail order house. 

The Cuairman. Do you mean it is a small mail order house? 

Mrs. Pitre... It is very small compared to the big ones, but it has 
a substantial business in the Midwest and in the South. 

The Cuatrman. What kind of merchandise does it handle? 

Mrs. Pitpe.. Low-cost women’s, men’s, and children’s apparel and 
household wares. There are, for example, women’s shoes at $1.98 
and men’s shoes at $2.98. It is thoroughly marginal merchandise, 
which I did not know existed until I looked into it. 

But, actually, in bringing up the c. 0. d. service, Mr. Murray, I 
am calling your attention to whole plethora of people who use that 
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service. As you know better than I, there are seven and a half 
million people living on star routes and rural free delivery routes. 
To those people the c. 0. d. service is their only way of getting goods 
from the outside world. They are completely dependent on the 
c. o. d. service for getting a variety of things that they need. Ac- 
tually, these seven and a half million people living on rural and star 
routes and the many more people who live in small towns represent 
the nucleus of a decentralized population, which today all of us feel 
should be encouraged rather than discouraged. Mr. Donaldson 
pointed cut in his testimony earlier before this committee half of our 
population now lives in large metropolitan areas, and if we want to 
continue the other half in the rural areas and in the small towns, it 
seems to me we will have to do something not to discourage their 
staying there. 

T notice that the Railw ay Express Co. brief before the Interstate 
Commerce Commission pointed out that originally the parcel post 
service was founded for the purpose of helping our people who live on 
farms and on ranches and in small towns. These people represent 
the typical ¢. o. d. customer. They are uniquely dependent on the 
c. 0. d. service, since, as I said before, they have no other way of 
getting goods. Seventy percent of c. o. d. shipments are valued at 
$10 or less; so that these are low-income people and it is their way of 
getting low-cost merchandise. Actually, they have no other way of 
getting low-cost merchandise in many instances. 

It has been said that the c. 0. d. service represents the poor man’s 
banker. The typical user of the c. 0. d. service, who typically orders 
a package worth $10 or less, has no other credit facilities. He has no 
bank accounts or charge accounts. Generally he orders merchandise 
in time to arrive for his pay day, or, in the case of farmers, when he 
expects to be paid for his crops. In many instances he does not even 
know in advance what the order will cost, particularly with reference 
to machine parts, and to a limited extent with reference to repairs of 
things like watches, and clocks, and eyeglasses. The price is not 
known until after the merchandise has been serviced. 

As I said before, there is no other way of his getting the kind of 
service the c. 0. d. service gives. The express company gives no com- 
parative service. Although the post office has 42,000 branches with 
c. 0. d. service door to door in rural areas, there are only 5,500 express 
company offices with c. o. d. service, and most of these are in the large 
cities.. It has been estimated that the express company, as presently 
constituted, could not and does not wish to service more than 10 
percent of the rural and farm populations now served by the ce. o. d. 
service. 

As you gentlemen know, the ec. 0. d. fee is only one of three fees paid 
by the c. 0. d. customer. In the first place, he pays the fourth-class or 
parcel-post rate. That is for the shipment of the goods. In the 
second place, he pays a money-order fee. That is for the shipment of 
the money. In the third place, he pays a c. o. d. fee, which is what I 
am talking about today, which is solely for the service of the collection 
of the money. Now, the total of these three fees, which are payable 
on every c. 0. d. shipment to a rural or farm area, or a city area— 
although in a city area it is not important—sometimes represents a 
very substantial part of the total cost of the goods, as you will see 
from the type of goods in the catalog which has been placed before 
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you. Actually, the total cost, parcel post, money order, and ec. o. d., 
even at the present time, ranges from 10 to 20 percent of the total 
cost of the typical c. o. d. shipment. 

rt . . S . 

rhere has been a small deficit on the c. 0. d. service under the 
Department’s cost-ascertainment figures. We will not challenge 
those figure because they are much too much for us to tackle. In any 
event, we have the highest regard for the Post Office Department, 
although we do feel that larger expenses have been allocated to c. o. d. 
than it really merits. But even accepting the post-office figures, the 
c. 0. d. service accounts for about one-hundredth of the total deficit 
at the present time. This should be contrasted with the other deficits 
with which I know you gentlemen are familiar. 

I think it is the second-class deficit that has one-third of the total, 
relatively, and third-class deficit about one-fifth of the total, and the 
deficit on post cards is about 9 percent of the total. The rate increases 
which you gentlemen are considering in the new bill for second- and 
third-class mail and for post cards will not bring these anywhere near 
cost. Even if the bill is passed in its present form, for example, I 
understand that there will still be a deficit of $160,000,000 on second- 
class mail and $60,000,000 on third-class mail. 

The total deficit on the c. o. d. service now is, at the most, $7,000,000, 
and it is a question, as I say, of whether that is the correct amount. 
Yet this service represents not the preferred way of rural and ranch 
people getting their shipments but virtually the only way in a great 
many instances. 

Also, I wish you gentlemen would bear in mind the fact that fourth- 
class rates—and I know you do bear it in mind—are presently being 
raised or, at least, the Postmaster General has asked the Interstate 
Commerce Commission to consent to their raise. If the ICC pro- 
ceeding results in approval of the Postmaster General’s request, the 
c. o. d. user, the typical c. o. d. user, will be paying more. He is 
already paying the cost on his fourth-class mail for the transmission 
of the goods. He is also paying a money-order fee; which shows a 
slight loss and which the Department has estimated will show no loss 
when the new revised money-order system goes into effect. If, how- 
ever, the present proposal goes through, he will be paying from 5 to 
25 cents per shipment more just for the c. 0. d. fee on every shipment 
he gets. This proposal that the c. 0. d. rates be raised to cost, accord- 
ing to the cost-ascertainment figures, is made despite the facts set 
forth. 

In the first place, it looks pretty sure that fourth-class parcel post 
rates are going to be raised to pay costs. In the second place, the 
second- and third-class rates and post cards and first-class have not 
even been suggested for an increase that will bring them up to cost. 
Furthermore, no other branch of the service has suffered such sharp 
increases over the past 25 or 30 years as the c. 0. d. service. 

I know you do not have the time to really look at this chart I have 
here, but I had it drawn up because I think it is rather dramatic. It 
shows that c. o. d. rates have increased anywhere from 100 to 400 
percent, and the average increase is about 350 percent now over 1919. 
This being so, as I said before, the fact of the matter is that ¢. o. d. 
charges, money-order charges, and parcel-post charges represent any- 
where from 10 to 20 percent of the total cost of low-priced goods. 
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Another interesting factor to observe is the fact that the total 
number of c. 0. d. transactions handled by the Post Office, according 
to the last figures that were available to me, show a decline in the 
c. 0. d. service; whereas every other branch of the mail service is 
going up. I have asked the post office and various mail-order shippers 
about this, and they have maintained that the marginal consumer who 
pays $1.98 for a pair of women’s shoes has gradually been squeezed 
out of the market because he is unable to pay the high mailing charges. 
This may sound like the usual ery of ‘wolf,’ but if you bear in mind 
that the typical c. o. d. money order and parcel post would be about 63 
cents, you can see that, compared to a cent and a half on a second- 
class publication, this is very substantial. The post office proposal 
and the bill presently before you propose now to charge c. o. d. 
fees of from 30 to 60 cents a package on merchandise valued only up 
to $25. If the bill goes through, packages worth $10 to $25 will pay 
for c. 0. d. service, just the service of checking the money alone, the 
sum of 60 cents. This is in addition, of course, to the other fees I 
mentioned. 

If you will look on page 8 of my testimony you will see the typical 
charges for c. o. d. shipments to various zones, depending on their 
weight and on their value. 

For example, in the sixth zone, a typical $7-package weighing 
4 pounds will have a mailing charge of 89 cents. 

Even if our proposal were adopted, the typical c. 0. d. customer 
will not escape a general increase in the charges he is paying, since, 
as I said, he will no doubt have to be paying much higher fourth-class 
rates when the Interstate Commerce Commission comes through with 
its decision. 

Particularly at this time, I submit, we should not make living 
outside of metropolitan areas tougher than it is. It would be too 
bad if the ec. o. d. customer, finding it more and more difficult to 
obtain low-priced goods—and they are marginal people, whose annual 
income can be $500 to $1,000—besides that he, too, will have to 
migrate to the large city and become part of the 50 percent of our 
population now living in metropolitan areas. 

I have only one more thing to say, and I do not want to presume 
on your time. 

I believe the National Editorial Association and the Wisconsin 
Press Association, among others, have drawn your attention to that 
feature of this bill which will give the Postmaster General alone the 
right to fix the rates on the special services, of which the c. 0. d. service 
isone. I think myself that the c. o. d. service represents a very differ- 
ent kind of service from the other special services, because, whereas 
the others are conveniences for, for example, large city dwellers, like 
special delivery or registered mail, the c. 0. d. service does represent 
the one conduit for the transmission of goods to rural areas. In any 
event, we do not believe that the Postmaster General alone should have 
the power to fix rates on c. 0. d. service. Our feeling is that we do not 
intend any criticism of the Department; on the contrary, we have 
found the Department extremely friendly toward the c. 0. d. service 
and we believe they have made every effort to make it more efficient 
and to serve its rural audience as well as possible. 

But we feel there are a great many policy questions implicit in the 
raise on c. o. d. service, as I have tried to indicate this morning. We 
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feel there must be some happy medium between the whole of Congress 
having to decide on rates in a laborious fashion and the one man, the 
Postmaster General, having to decide on such rates. Perhaps a com- 
promise along the lines of Mrs. St. George’s bill, H. R. 376, introduced 
this year, might be a solution, where you would have a rate board 
within the Post Office Department and an accelerated procedure for 
getting congressional approval of those rates. 

Our general feeling is that although the c. 0. d. service has not been 
represented before you gentlemen, it does actually account for the 
chief means of getting goods to probably upward of 10,000,000 
people. That being true, we ask that in your deliberations on the 
bill you bear in mind what the problems and costs of these people are, 
even though they do not usually have the ability to appear before you 
because they are not organized, they are widely dispersed, and, 
generally speaking, they have no money. 

Thank you, gentlemen. 

The CHarrmMan. Your complete statement will be inserted in the 
record at this point. 

(The statement referred to follows: ) 


STATEMENT OF Harriet F. PILPeEL 


My name is Harriet F. Pilpel and I appear here as counsel for the Walter Field 
Co., Chicago, Ill. My testimony will be directed to that part of the postal rates 
bill which calls for steep increases in the c. 0. d. rates. Although I am here repre- 
senting the Walter Field Co., of Chicago, Ill., I believe I am speaking on behalf of 
the millions of Americans whose only practicable way of obtaining many of the 
things they need is the c. 0. d. service. I do not know whether they will be other- 
wise represented before this committee. For though their number is legion, they 
are small people widely scattered in rural communities and they are not organized, 
as are the users of some other classes of mail, so as to make themselves heard. 
Their claim is nonetheless a legitimate one which I hope vou will heed. Those of 
vou who yourselves live in small communities are perhaps already fully aware of the 
reasons why the rates presently proposed to be charged for c. 0. d. represent an 
unfair, untenable, and discriminatory increase. 

There are, in this country, 32,494 rural routes serving 6,972,242 people and 
11,500 star routes serving another 535,763, making a total of 7! million people 
living in rural areas who depend in large part on the post office for the commodities 
they need. Then there are the many others living in small-towns who similarly 
depend on the post office to bring them goods which they cannot otherwise obtain. 

To these millions of people the post office is not only the chief channel of com- 
munication and transportation with the outside world; it also represents, in the 
form of the c. o. d. service, their only way of paying for goods they can obtain only 
by mail. For these are people of moderate means who for the most part have no 
credit facilities available to them. They have no bank accounts and no charge 
accounts. When they order by mail they are not in a position to make pavment 
in advance. Not infrequently, as in the case of machine parts, repaig, of eve- 
glasses, watches and the like, there is in anv event no way of their telling in advance 
what the exact cost of the shipment will be. Moreover, in many instances they 
time their orders so that needed goods will arrive shortly after their paydays or, in 
the case of self-employed farmers, shortly after they may expect to receive payment 
for their crops. In all these situations, the c. 0. d. service is a life line to the com- 
modity markets of the Nation, in many instances the only life line these people 
have. 

Most ¢c. o. d. orders are for inexpensive merchandise—70 percent of the pack- 
ages sent c. o. d. are valued at $10 or less. On merchandise of this sort, every 
cent of additional cost counts, especially in a time of rising prices. Ninety-eight 
percent of c. o. d. shipments go to second-, third-, and fourth-class post offices. The 
service itself is excellent and there have been no complaints that it is being abused. 
Under the law, all c. 0. d. shipments are required to be based on bona fide orders 
or in conformity with greements between senders and addressees, and according 
to the Post Office Department, the overwhelming proportion of ec. 0. d. shipments 
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are so based. The Post Office Department officials themselves have repeatedly 
acknowledged the value and importance of the ec. o. d. service. 

The business of the Walter Field Co., which I represent, is typical of the ec. 0. d. 
business in general. It markets low cost women’s, children’s and men’s apparel, 
and household necessities such as inexpensive glassware, silverware, kitchen 
utensils and the like. A sample of its catalog is attached to this statement. 
Eighty-six percent of its customers live in towns of less than 5,000 inhabitants or 
on farms or ranches. The company ships to 32,408 post offices in towns of less 
than 2,500 population. Eighty-seven percent of its shipments are sent c. 0. d. 
The typical customer of the Walter Field Co. is not served at all by any trans- 
portation medium except the post office and has no way of paying for goods ordered 
by mail except c.o.d. It has been estimated by the president of the company 
that there are about 2,000 other concerns whose business is similarly predominantly 
c. 0. d., that at least eighty percent of their shipments go to people in towns having 
populations of 5,000 or less or rural areas, and that the overwhelming bulk of these 
shipments are of goods prices at $10 or less. 

In the light of these underlying facts, particularly now when overconcentration 
of population in large urban centers threatens to become a national problem,! it 
would seem that the users of the ce. o. d. service should not be discriminated 
against by postage schedules. But what do we find? ‘The last calendar vear 
for which complete figures are available is 1949. In that vear, the ec. o. d. service 
brought in revenues of almost $21,000,000, entailed expenditures of a little over 
$28,000,000, and therefore showed a total deficit of something more than $7,000,000. 
For that vear, the total postal deficit was over $630 million; in other words, the 
c. o. d. deficit represented slightly more than one one-hundredth of the total 
deficit. In the same year, second class mail brought in $44 million and cost al- 
most $250 million; its deficit, in other words, accounted for more than one-third 
of the total post office deficit and its expenses were more than five times greater 
than its revenues. In the same year—1949—third class mail entailed a deficit 
of some $141 million, almost one-fifth of the total. In addition, the loss on post 
cards, which are included in first-class mail, was more than $70 million, or over 
9 percent of the total, and it has been shown that 90 percent of them are used for 
commercial purposes. And, of course, the airline companies receive large sub- 
sidies in connection with the carriage of mail. 

It is not now proposed that these other divisions of mail be brought up to cost. 
Far from it. ‘The users of second-class mail have testified at length before this 
committee against the increases proposed by the Post Office Department which 
would still after 3 years leave a deficit on that class of over $160 million Putting 
it another way, even if the proposed second-class increases were adopted, the 
general taxpayer would still be subsidizing second-class mail to the extent of 
more than 60 percent of its postal costs, as President Truman pointed out in his 
special message on postage rates to the Congress on February 27, 1951. Under 
the proposed rates third-class mail will still be subsidized to the extent of some 
$60,000,000. It is not suggested that post cards come anywhere near fully pay- 
ing their own way either. 

Contrast this situation with what is being suggested for the c. 0. d. service, 
In the first place, please note that the shipment of goods ec. o. d. involves a number 
of distinct post offices charges. There is the regular fourth class or parcel post 
charge to start with. At the last session of Congress, the Postmaster General 
was directed to request the Interstate Commerce Commission’s approval of a rate 
schedule which will make fourth-class mail self-sustaining. If this is done—and 
the proceedings are well under way—fourth-class mail will be in the unique 
position of paying its own way while second and third class and that part of 
first class which represents post cards will continue to be largely subsidized. 

In addition to the regular parcel post charges, a c. 0. d. shipment entails the fee 
for the ec. o. d. service to which I am addressing myself here today. This payment 
is solely for the service of collecting the money—the parcel post charge covers the 
transmission of the goods and there is a further money order charge for the trans- 
mission of the funds. If the funds are not forthcoming, the regular parcel post 
charge must also be paid for the return transmission of the goods. 

Although the Post Office Department itself opposed the provision of the supple- 
mental appropriations bill requiring it to seek Interstate Commerce Commission 
approval for self-sustaining fourth-class rates, their opposition was unavailaing 





1 Postmaster General Donaldson has called attention to the fact that the population growth in the United 
States during the past 10 years was very largely growth within metropolitan areas so that by April 1, 1950, 
more than half the population was living in a standard metropolitan area. (Statement on H. R. 2982 for 
increases in postal rates and fees, before the committee on Post Office and Civil Service, House of Repre- 
sentatives, Mar. 6, 1951, committee print, p. 1). 
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and the Postmaster General, under date of October 13, 1950, submitted to the 
ICC aschedule of rates for fourth-class mail which will, if approved, in any event 
greatly increase the cost of c. o. d. shipments, i. e. that part of the cost which 
represents the charge for the transmission of the goods by mail. 

Now it is proposed also to increase the charge for the collection of the money 
and a greater increase is sought even than was sought last vear, as can be seen 
from the following table: 








” Present Proposed | Proposed 
Size of order poe last year by | by pending 


[te Liha! 
Se ey aes 20 25 30 
$2.51 to $5........ Seciichadl ‘ 25 25 30 
$5.01 to $10_.____- a OS ee - ; 45 35 40 
$10.01 to $25_......... a st A 35 40) 60 
$25.01 to $50)_..__.- bcahesildlitcialdialaddimnip aida ssniddl niceties tala det- 45 50 70 


1 Since, as shown above, the c. o. d. mailers typically deal with small-income groups and since the bulk 
of c. o. d. packages are worth $10 or less, we are not here concerned with the increases proposed on shipments 
valued at more than $50. 


The full discriminatory impact of the proposed increases becomes apparent if 
we contrast the history of increases in c. 0. d. rates with what has happened to 
other postal rates. As Postmaster General Donaldson has pointed out, “except 
for a minor temporary raise effective from July 6, 1932, to June 30, 1934, there 
has been no general increase in the postage rates for newspapers and other publi- 
cations of the second class since July 1, 1921, and the rates then established were 
substantially reduced by the act of May 29, 1928, which rates are the ones in 
effect now and which have been in effect since 1934 except for the comparatively 
short time just mentioned, namely, from July 6, 1932, until June 30, 1934.” 2 
Since 1919, c. 0. d. fees have increased from 100 to 400 percent depending on the 
bracket, as can be clearly seen from the following table. If the proposed rates 
are adopted, the increases will, of course, be that much greater. 


C. o. d. fees in effect from October 1919 to the present time 


- tobe ’ ! ar, 26 7 | Wee: 
Size of order | oe J a» 5, e *y wt , a3 1 pos Proposed 
Cents Cents Cents Cents Cents Cents Cents 
$0.01 to $2.50 ‘ = 10 | i2 12 24 15 20 10 
$2.51 to $5 ‘ 10 12 12 a4 20 25 30 
$5.01 to $10 p < 10 12 17 34 30 35 10) 
$10.01 to $25 | 10 15 17 4 x0 85 60 
$25.01 to $50 ~ 10 15 22 44 40 45 70 








As can be seen, the average increase is about 350 percent. It is not surprising, 
in the light of this immense stepping up of c. o. d. rates, that whereas substantially 
all other branches of the postal service have increased in volume over the years, 
the c. o. d. service has been declining. As of last May, its volume was 15 percent 
off the same period for the year before and it was at that time still declining. No 
later figures are available. During the fiscal year 1949, which comprised the 
last 6 months of 1948 and the first 6 of 1949, there were some 73,792,000, c. o. d. 
transactions handled by the post office. For the calendar year 1949, in other 
words for the 12-month period ending 6 months later, there were some 70,147,000. 

As the c. o. d. rates have gone up and the post office has done less c. o. d. 
business, the large mail-order houses and the large retail stores have been installing 
their own ec. o. d. services. Smaller concerns, like the Walter Field Co., which 
cannot afford to set up their own independent outlets, are thus placed at a com- 
petitive disadvantage. Since their customers are in any event so largely depend- 
ent on the c. o. d. mechanism, those who live within the orbit of the ce. 0. d. service 
of the larger houses have the choice between switching their patronage or paying 
higher fees. 

When the ec. o. d. service was first established in October 1919, there was a flat 
charge of 10 cents for the c. o. d. service regardless of the value of the package. 


2 Statement on H. R. 2982 for increases in postal rates and fees, before the Committee on Post Office and 
Civil Service, House of Representatives, March 6, 1951, committee print, p. &. 
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The charge made by typical private carriers for c. 0. d. service today is 25 cents 
regardless of the value of the shipment. Yet the Post Office Department pro- 
poses to charge more than that even for shipments worth less than $5. As the 
following table shows, the total of postage charges on ec. o. d. shipments to date, 
i. e., the total of fourth-class postage, c. o. d. fee and money-order fee, adds very 
considerably to the cost of low-price merchandise. On, for example, a 4-pound 
package worth $5, addressed to the fourth postage zone, the total postage charges 
come to 63 cents, or more than 10 percent of the total cost of the package ever 
now before the new increased fourth-class rates go into effect. 


Total postage charges on typical c. 0. d. mailings 





l | 
| | 10-cent money- | 15-cent moneys 


. order fee plus 25- | order fee plus 35- 
ae. | cent ec. o. d. fee | cent c. 0. d. fee 
. | ClaSS post- | on $2.51 to $5 | on $7 collection 
Zone | ageona | : oo : 
pectic Gl collection, plus | plus fourth-class 
ton ae | fourth-class post- | postage on 4- 
— | age on 4-pound | pound, package 


package j 








Second . . Bok atts $0.19 | $0. 54 | $0. 69 
:, , aaa . as : , So . 57 | 72 
rae CaO Re ale ae ee pe Ate IT ea } 28 | 63 | .78 
‘ifth _ , ae sol 33 | 8 | 83 
Sixth... .. Pe Rares ee | . 39 | 74 | .89 
Seventh. _. | . 46 8 . 96 
Eighth-__- . 53 | 88 1.03 
| | | 





Since self-sustaining parcel-post charges are called for by the Postmaster 
General’s request to the Interstate Commerce Commission pursuant to last 
fall’s Supplemental Appropriations Act, and, in the light of the factors mentioned 
above, we propose that there be a flat charge on c. o. d. shipments of 25 cents for 
values up to $10 and of 35 cents for values from $10 to $25. The little people of 
the Nation are for the most part not concerned with the cost of shipping goods 
valued at more than $25, so we make no proposal as to such shipments. We 
believe that such a schedule of graduated flat fees is called for by the legitimate 
needs of the e. o. d. consumer who will still, if the proposed fourth-class mail 
increases are approved by the Interstate Commerce Commission, be paying a far 
higher proportion of the over-all cost of shipments to him than the user of any 
other class of mail (except first-class letter mail) despite his unique position in our 
economy and national life and despite his unique dependence on the postal system 
as a means of procuring many of the items he must have to function. 

We shall be happy to supply any further informetion which may be helpful to 
the members of the committee in assessing what will be a fair charge for the users 
of the ec. o. d. service to pay just for the service of collecting the money (exelusive, 
that is, of the cost of transmitting the goods and the cost of transmitting the funds). 

We should like to make just one more point briefly. The bill as drawn contains 
a provision which would give to the Postmaster General alone the right ‘‘to pre- 
scribe by regulation from time to time the fees which shall be charged by the 
postal service” for the so-called special services which include c. 0. d. It is 
submitted that just because such fundamentals of policy do enter into the fixing 
of these rates as we have pointed out this morning, their fixing should not be 
left to the discretion of any single administrative official. This bespeaks no 
lack of confidence in the present Postmaster General or the Post Office Depart- 
ment. As a matter of fact, we have at all times found the entire Department 
and its personnel individually to be efficient, cooperative, well informed and 
fully aware of the type of consideration we have here urged today. It is never- 
theless our feeling that rate making in the field of postal operations cannot but 
be in large part a policy-making function, and throughout our Governmental 
structure such a function is entrusted either to the legislature or to a rate-making 
body, such as the Interstate Commerce Commission, for exarnple, but not to a 
single administrative official, in this case an administrative official whose actions 
may not be limited by the safeguards of the Administrative Procedure Act.’ 


3 This is, in any event, the opinion of the Department of Justice as stated in a letter from George T. 
Washington, Assistant Solicitor General, dated October 21, 1946, to Hon, Frank J. Delany, Solicitor for 
the Post Office Department: “* * * rules issued by the Postmaster General to prescribe the rates, 
zones, weight limits, and similar conditions upon which mail service is rendered to the public involve only 
matters relating to public property and are accordingly exempt from the provisions of sec. 4 of the 
Administrative Procedure Act.” 
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Until and unless Congress sets up a rate-making body for the Post Office 
Department, along the lines perhaps of the bill introduced by Mrs. St. George 
and presently pending in the House of Representatives (H. R. 376, 82d Cong., 
lst sess.), we urge that Congress itself retain the sole right to fix all the rates 
charged by the post office, since all of them, including the c. 0. d. rates as we have 
tried to show here today, impinge on matters of the most far reaching importance 
to our Nation and to the little people who so largely make it up. 

The Cuarrman. What percentage of the shipments of the Walter 
Field Co. are c. 0. d., Mrs. Pilpel? 

Mrs. Pinpet. Eighty-seven percent. 

The CHairman. What is the average amount to be collected per 
shipment? 

Mrs. Piupe.. $7 is the average shipment. And, as I said, Mr. 
Murray, 70 percent of c. o. d. shipments are $10 or less. If you add 
the shipments from $10 to $25 you have about 98 percent of the 
shipments of c. o. d. 

So L have not this morning, nor have we in our testimony, addressed 
ourselves at all to the c. o. d. rates in excess of $25, because they are 
of no interest to the marginal kind of rural consumer about which I 
have been talking. 

The CuHarrmMan. Only 2 percent of the total c. o. d. shipments are 
above $25; is that correct? 

Mrs. Pitre. I believe that is the correct figure as of the last count. 
In any event, we would not be interested in shipments above $25, 
because our people never have more than $25 to spend for merchandise 
at any one time. 

The CHarrMan. Do you have any questions, Mr. Rees? 

Mr. Rees. No questions. 

The CuarrmMan. Judge Davis. 

Mr. Davis. What is the appeal of c. 0. d. shipments that causes 
people to order out goods to come ec. 0. d., with this very substantial 
additional charge, rather than send the money when they place the 
order? 

Mrs. Pitre. I think there are several reasons. In the first place, 
many times they do not know the cost of goods; as I believe I indicated. 

Mr. Davis. You send them catalogs, do you not? 

Mrs. Prupev. Yes; we send a catalog. 

Mr. Davis. They know from the catalog the cost of the goods in 
advance, do they not? 

Mrs. Piupe.. In the case of the Walter Field Co. catalog, they would 
know. I have tried to address myself generally to the ¢. 0. d. service, 
because we represent less than 1 percent of it. 

Mr. Davis. I meant to ask vou about your own business, about 
your own customers. 

Mrs. Piupet. In the first place, these are very poor people and they 
are unwilling to give money for something they think they may not get. 

Mr. Davis. Do you think they really have a bona fide feeling that 
if they sent money off in advance they would not get the merchandise? 

Mrs. Pitpe.. They are afraid they might not. That is one of the 
two chief reasons why our own customers do not do that. As I said, 
people who make from $500 to $1,000 a year are very reluctant to 
part with the money when they do not know their order is going to 
be filled. There are a limited number of sizes and quantities avail- 
able in these various items, and they can ill afford even a delay in 
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getting their money back because, in many cases, they need these 
goods desperately. 

Mr. Davis. What percentage did you say they were being charged 
in the way of postage and money-order fees, and so on? 

Mrs. Pitpet. Ten to twenty percent. It is typically 10 to 20. 

May I answer your first question a little further, because there 
are a couple of other reasons. Another reason, I am told by a num- 
ber of mail-order people, is that many of these people order goods in 
time to arrive when they will have the money. It sometimes takes 
several days or even weeks for their orders to be filled. If they are 
working on a salary or if they are farmers who are going to sell their 
crops at certain times, they often will send for the goods at a time 
when they do not have the money to buy the money order, but they 
have the money when the goods arrive. 

Finally, in many cases, as I said, not in the case of the Walter 
Field Co. but in the case of houses like Sears & Roebuck and some of 
the larger mail-order houses, in the case of machine parts, repairs, 
eyeglasses, and a number of other commodities, the catalogs do not 
list any fixed prices because it is impossible to tell in advance what 
that particular order will come to. In those cases, ¢. 0. d. is absolutely 
essential. That includes machine parts, eyeglasses, watch repairs, 
clock repairs, and I daresay a variety of other items, where you have 
something before you in order to know what the cost is going to be. 

Mr. Davis. Does your concern deal in those? 

Mrs. Pinpet. No, my concern does not. 

Mr. Davis. There is another question I want to ask you. What 
percentage of these orders are returned; that is, when you send them 
and they are not accepted and they come back to you? 

Mrs. Pitpe.. The total percentage of returns has varied between 
10 and about 20 percent. I have talked to the officials of the Post 
Office Department about the situation, and they feel that that is a 
margin which is understandable, in view of the nature of the service, 
and does not show any abuse of the service. 

Mr. Davis. Have you analyzed it to ascertain why that 10 to 20 
percent are returned to you and not accepted? 

Mrs. Pirpet. We have done our best and we have worked with 
the Post Office Department about it. In many cases the people who 
use the ec. o. d. service are migratory workers of one kind or another, 
and the local postman often has difficulty ascertaining their exact 
whereabouts. We believe that is the largest single factor and the 
reason Why there are returns on ¢. o. d. 

Mr. Davis. Is it because they move away? 

Mrs. Pitpet. They move away, go to one place to pick cotton or 
berries, or something like that. 

Mr. Davis. What does your field cover? Does it pretty well cover 
the entire United States, or is it confined to the area of your home 
office, or just how is it? 

Mrs. Pineew. Our field covers the entire United States, with the 
bulk of our shipments going into the South and into the Midwest, 
because we have discovered that the eastern seaboard is fairly well 
supplied anyway with low-cost merchandise. To some extent that 
is also true of the western seaboard. But it is the great central area, 
and particularly the South, where that is not true. 
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May I say, too, that in cases where goods are returned, there is still 
an additional post-office charge, as vou know, and that is a return 
parcel post charge on the goods. So that the Post Office Depart- 
ment would not lose any special money on that in any event. 

Mr. Goutpen. Mr. Chairman. 

The Cuarrman. Mr. Golden. 

Mr. Goupen. I believe I understood you to say there had been a 
falling off of the receipts in the Post Office in this department of 
c. o. d. mail; is that correct? 

Mrs. Pitee.. That is correct. 

Mr. Go.tpen. Have you made any study to determine accurately 
what is causing that, while every other branch of the service is 
increasing? 

Mrs. Pitpet. We have tried our best to make a study. We 
have met with the officials of the Post Office Department and we 
have analyzed our own statistics. As near as we can see, it is prob- 
ably due, in large part, to the fact that although incomes have been 
going up, real wages, as you gentlemen and Mrs. St. George know, 
have not been going up; and that since these are marginal consumers 
who use the c. 0. d. service, they have been probably cutting even 
closer to the bare bone than they had before their orders. I do not 
know whether that trend has continued since the figures were avail- 
able for the fiscal year 1949, that which entered the first 6 months 
of 1950. I do not have the figures for the calendar year 1950, and 
the Post Office Department did not have those figures when I asked 
for them, but, presumably, they may have them within the near 
future. 

Mr. Gotpen. Has your company, in making studies of the parcel- 
post system as applied to the rural people in America, ever determined 
as to just about what the average travel distance is for a farmer in 
America to go to town where he could buy these goods that he orders 
by ec. o. d.? 

Mrs. Piupet. We have, unfortunately, no statistics; although I 
would be glad to prepare them. What we do know is that the fact 
that the c. o. d. delivers to the door is the thing that makes it indis- 
pensable, for which there is no other equivalent. That is because in 
many cases, such as in Kansas, about which I know because I have 
asked some of the mail order people about the State of Kansas, the 
distance to the post office can be as much as 20 or 25 miles. That 
would make a total round trip of 40 miles, and it may be much greater 
than that. 

Mr. Gotpen. You do know, do you not, that making these goods 
available to the country people saves them a great deal of time and 
considerable expense, to which they would be put if this service 
were removed and they had to travel to the nearest market to get the 
goods? 

Mrs. Pipex. There is no question but that they are greatly bene- 
fited and, in many cases, depend on this, because much of this mer- 
chandise is not available in the small town that is near them, even 
if they wanted to go there and try to get it. This is a limited kind 
of mass production operation, and | do not think you can buy shoes 
for $1.98 in very many places. As I say, | myself am amazed every 
time I look at the catalog, and I think you gentlemen and Mrs. 
St. George,will be, too. This represents really inexpensive merchan- 
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dise, for people who do not have many dollars to spend for this type 
of thing. 

Mr. GoutpeNn. Do you find that where the economics of the country 
are rather low and the average income is low, that you have a greater 
call for your goods in this parcel post? 

Mrs. Prrpet. Yes. Our income figures would seem to indicate 
that. I am sure you understand that, however, that we cannot get 
exact figures, because we cannot ask our customers what their annual 
income is. But on the basis of the study we have been making, we 
gather that they are people whose average income is not more than 
$1,200 and, in many cases, less. 

Mr. Gross. Will the gentleman yield? 

Mr. Gotpen. Yes. 

Mr. Gross. I have just one brief question. 

The Cuarrman. All right, Mr. Gross. 

Mr. Gross. When you spoke about wages, you meant take-home 
pay, did you not? 

Mrs. Pitpet. Take-home pay and what the dollar will buy in terms 
of the devaluated dollar. 

Mr. Rees. Mr. Chairman. 

The CuatrMan. Mr. Rees. 

Mr. Rees. Mrs. Pilpel, you are a lawyer, are you not? 

Mrs. Piteet. Yes. J] am a member of the law firm of Greenbaum, 
Wolff & Ernst. It is a New York law firm. 

Mr. Rees. Is that the one of which Morris Ernst is a member? 

Mrs. Prupeu. Yes. 

Mr. Rees. Are you acting in a legal capacity as well as in an 
advisory capacity with respect to this legislation? 

Mrs. Pipex. I have been asked by the Walter Field Co. to advise 
them and represent them with reference to this legislation; yes, sir. 

Mr. Rees. As a matter of fact, that company emphasizes the fact 
that you can pay for your merchandise when it is delivered; is not 
that right? 

Mrs. Prrpev. That is right. 

Mr. Ress. That is, they play that up a good deal in their advertising 
of their merchandise, do they not? 

Mrs. Piupev. Yes. 

Mr. Rees. So the Post Office Department is really a collecting 
agency for the company, more or less, is it not; it acts in that 
capacity? 

Mrs. Priteet. That is what it is charging for; that is correct. 

Mr. Rees. And what does this increase amount to; only 5 cents? 

Mrs. Pitpet. No. It goes from 5, in one small bracket, to 25, in 
the $10 to $25 range. It is plus 10, plus 5, plus 5, plus 25, plus 25. 

Mr. Rees. You would not object to the Post Office Department 
collecting whatever it is entitled to in order to take care of expenses 
of handling this merchandise for you, would you? 

Mrs. Prtpet. My own feeling would be that these people’s problems 
should be judged as a whole, and when it is borne in mind that they 
are going to be paying far more cost of delivery to them than any other 
group in the United States and that they are rural people and are an 
important segment of the population, I do not feel that they should pay 
the cost when these other groups, who are less important in the total 
economy, are not doing so. 
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Mr. Rees. You are simply making a comparison with other groups. 
What I want to know is this: If it is discovered and determined that 
it requires these rates to carry this merchandise for the company you 
represent, in view of the increased costs of transportation and increased 
costs for employees’ salaries, and other costs; if it is determined that 
it takes that much money to carry your merchandise, you would not 
want the Government to do it for you, would you? What is your 
answer to that? 

Mrs. Pitpet. My answer is ‘‘Yes, I would, to some extent.”’ 

Mr. Rees. Do you still object to it? 

Mrs. Pitpet. Yes, sir. 

The Cuairman. Are there any other questions? 

Mrs. St. George. 

Mrs. St. Georcr. I have one question to ask. 

What I want to know is, just exactly what is the difference in the 
cost to these individuals who receive the merchandise, let us say, on 
a parcel amounting to $10, in this bill? What is the additional cost 
that they would have to pay under this bill, as compared with what 
they are paying today on that small amount, $10? 

Mrs. Piupev. If you make it exactly $10 it would only be 5 cents 
more than it was; but if it is $10.01, it is 25 cents more. 

Mrs. Sr. GrorGe. The big jump, then, is between the 10 and the 
25; is that right? 

Mrs. Pitre. That is right. On that level it goes from 35 to 60. 

Also, I said before you came in, Mrs. St. George, that the fourth- 
class rates will no doubt also go up very considerably under the Post- 
master General’s proposal. 

Mrs. St. Grorar. Thank you. 

The CHarrman. Are there any other questions? 

Thank you very much, Mrs. Pilpel. 

Mrs. Piper. Thank you very much, Mr. Chairman. 

The CHarrmMan. Next we will hear from Mr. J. M. George, general 
counsel of the National Association of Direct Selling Companies, 
Winona, Minn., accompanied by Mr. L. B. Whitehouse, vice president 
of the Morton Manufacturing Corp., Lynchburg, Va., and Mr. Ed F. 
Dinan, of Fashhion Frocks, Inc., Cincinnati, Ohio. 

Will you gentlemen all come around and have seats at the table? 


STATEMENT OF J. M. GEORGE, GENERAL COUNSEL, NATIONAL 
ASSOCIATION OF DIRECT SELLING COMPANIES, WINONA, 
MINN. 


Mr. GreorcGe. Mr. Chairman, my name is J. M. George, and I am 
here representing the National Association of Direct Selling 
Companies. 

I have a prepared statement which I want to present for the record. 
I will not read it. 

The CHarrMaNn. Your statement will be included in the record and 
you ean high light it. 

Mr. GeorGe. Yes, sir. 

(The statement referred to is as follows: ) 
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STATEMENT SuBpMItTrepD BY J. M. Georce, GENERAL CoUNSEL, NATIONAL Asso- 
CIATION OF DirREcT SELLING COMPANIES, WINONA, MINN. 


Mr. Chairman and members of the committee, my name is J. M. George. I 
reside in Winona, Minn., and am appearing for the National Association of 
Direct Selling Companies, a trade association, the members of which operate in 
the house-to-house field. 

These member concerns handle various lines of merchandise; and this method 
of distribution is distinguished from all others by reason of the fact that mer- 
chandise handled reaches the consumer through a personal, on-the-spot solicitation. 

This association has approximately 180 members. There are somewhere 
between 3,000 and 4,000 similar concerns operating in the United States. How- 
ever, a very substantial percentage of the volume of distribution in this field is 
handled by these member companies. The problems of these several thousand 
companies are the same as ours and the effect of postal rates is the same upon 
them as on our member companies. 

None of the companies in this field of distribution fall into the classification of 
big business, and it is estimated that on the average annual gross sales per company 
are substantially under $1,000,000. 


OUR BUSINESS USE OF THE MAIL SERVICE 


In this field of distribution there is extensive use of first-class mail—both letter 
mail and post cards. Post cards are used for promotion and increase of business, 
for recruiting and for servicing accounts and customers. Of the classes of mail 
covered by this bill, third-class mail is the greatest item of postal expenditure in 
this field of distribution. It is used as the chief means of maintaining, promot- 
ing, and increasing business. It is the principal means of recruiting salespersons 
and is very heavily used in following up on recruiting in efforts to create business 
volume. 

Seventy-five to eighty percent of companies in direct selling make merchandise 
parcel shipments through the post. office on ac. o. d. basis. 

Parcel-post rates are not involved in this legislation, but since rate increases on 
that class are pending before the Interstate Commerce Commission that service 
must be mentioned when considering the impact that substantial rate increases 
will have in the creation of a hardship for us, 


HARDSHIP 


This legislation proposes to double the rate on post and postal cards. The 
proposed rates on third class will drastically increase our business promotion 
cost and will make a heavy added demand on operating capital resources, each 
to an extent that it is believed that in a high proportion of instances the mail 
user, instead of attempting to maintain his preincrease promotional! level, will 
be forced to cut his promotion in proportion to the increased burden of the new 
rates. Add to this the proposed increases in the ec. 0. d. service charge and we 
have a pyramid of cost increases which, in addition to creating the aforementioned 
burdens, sets up serious consumer resistance and substantially reduces business 
volume. All of these separate items of added cost applied to each sales transaction 
can’t help but bring about the claimed hardship which may very well destroy the 
chances of successful operation in this field. 

In the hearings last vear testimony was given that as a result of the increases 
across the board which went into effect on January 1, 1949, a profit status was 
changed to a loss status, and this condition was attributed to the increases then 
made in the several classes of mail service. 

The records of the hearings last year show that the 1949 rates, particularly 
in the special services, brought about pronounced reduction in volume of use 
of such services and that the reduction on c. 0. d. shipments amounted to 18.58 
percent in the month of December, when compared with the same month of 1948. 

During 1949 and 1950 our companies actually experienced substantial con- 
sumer resistance directly attributable to increased postal charges. 

At the present time we are in the process of going under ceiling-price regulations. 
These ceiling or maximum prices are going to be set and established prior to the 
time any new rates could go into effect by reason of this legislation. This means 
that the sum of the inereases borne by a seller will come definitely out of the 
seller’s mark-up margin. They were not in the World War II emergency and 
without much question they will not this time be permitted to be passed along to 
the buyer. 
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CONGRESSIONAL POLICY 


Is the Post Office Department a public welfare service? Or is it a business 
institution? Or is it an inextricable commingling of both? 

Before a sound legislative policy can be adopted or adhered to these questions 
must be answered. 

It seems from here that it is primarily a public service and welfare institution 
and that as a byproduct or adjunct which is closely related to the welfare angles, 
there are important business aspects; and that these two factors are, in the case of 
practically all of the services, so commingled that an ordinary business cost-finding 
or accounting system cannot be employed as a basis for making rates without 
sacrifice and disadvantage either of or to one or the other of such factors. In 
recent years no witnesses, outside of those representing the Post Office Depart- 
ment, have appeared before these congressional committees expressing satisfac- 
tion with a system of basing rates on so-called apportioned cost. Mail users 
invariably assert that such a cost basis is unfair and in most cases contend that at 
no time have proper and adequate facts been advanced upon which a proper 
rate-making structure can be set up. 

This is not a criticism of the Post Office Department. The-fault lies in failure 
to establish a rate-making policy which takes into. consideration the fact that the 
postal service is primarily a publie service and that the Post Office Department 
would have to be carried on if all business aspects were removed. 

Another point which seems to be of great importance on the question of policy 
is that this service to the public is the important consideration. It is the nonuser 
of the business services—in other words, the general public—which is entitled to 
first consideration. 

The pattern of services which the Congress has built into a public service 
originally intended only for letter mail has resulted in the creation of the business 
use of the service, and this business use is part of the service to the public which 
it desires and which it shouid have. 

This is a consideration which should be the controlling element of rate making. 

There is a feeling in some official quarters that c. 0. d. service should be discon- 
tinued. This is a complete disregard of public convenience and public service. 

It has become popular in some quarters to charge business mail users with 
appearing at these hearings for the purpose of protecting a subsidy. This, of 
course, results from calling the difference between postal revenue and postal 
income a deficit. It comes from disregard of the fact that the Post Office is 
rimarily a public service. It is a disregard of the fact that the Post Office 
Tepestenant, being a public service, is not and cannot be operated on the basis 
upon which business is operated. When a business mail user is charged with 
promoting a subsidy the uneconomic practices and features in the postal service 
which are present because of the public-service angle are entirely disregarded. 
If the Post Office was a business concern it would not operate upward of 40,000 
small branches at an enormous loss. This is only one illustration of many others 
which could be made which prove that the postal service is not a business 
institution. 

If it is not a business institution then there is no such thing as a deficit. Public 
service is properly chargeable to general taxation and not to a small minority of 
the public, which because of a pattern set by postal legislation uses the service 
for business purposes. 

Postmaster General Donaldson has definitely requested the Congress to either 
increase rates or ‘‘take the heat off’’ of him about deficits. This is just another 
way of requesting Congress to establish a realistic policy based upon a true 
assessment of the public and business factors of the postal service. 

We urge this Congress to start a movement for establishment of a policy in 
rate making based upon full recognition of the public service and the business 
service upon a sound consideration of all of the facts and figures, and giving due 
credit to the fact that the Post Office Department would have to be operated as 
a public service even though it furnished no business service or facilities. 

This entails the setting up of expert, efficient, and possibly independent means 
of making a complete study of the Post Office Department and its affairs, and of 
ways and means of effecting economies which could be broughi about without 
lowering the very high standard of public service which the Department has 
always maintained. It can safely be said that in the mind of the general public 
there is no governmental department which has been so worth while as the postal 
service. 
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The Government maintains other departments which are essentially public 
service departments and the cost of maintaining these departments is never re- 
ferred to as a deficit. It is looked at for what it is and is charged to general taxa- 
tion. 

JFFECT ON THE GENERAL ECONOMY 


Hundreds of thousands of business concerns will be drastically affected if the 
proposed rates should be put into effect. The proposed increase in rates all com- 
ing at one time, creates an impact in cost of operations which confronts any sub- 
stantial mail user with a dangerous situation. Furthermore, this impact is multi- 
plied where the business concern is an extensive user of several of the services. 

There is no telling what effect such rates would have upon the general economy. 
This whole economy may be endangered for the sake of wiping out or reducing 
what is called a deficit and one which has been more or less historical. Certainly 
if this legislation should have anywhere near the effect predicted in the House com- 
mittee minority report on H. R. 2945, the reduction of appropriations by several 
hundred millions of dollars would be very poor compensation. Therefore, we are 
of the opinion that it is unsound, unrealistic, and dangerous to make “across the 
board”’ rate increases of a drastic or substantial amount at any one time. 

The Post Office Department is not in competition with the Treasury Depart- 
ment. What might be bad for the revenues of the country is certainly not good 
for the Post Office Department or for the public. The postal service is only one 
part of a great entity, all of which entity is designed and intended to work for the 
best interests of the whole public. 

There is sound foundation for the fear that the imposition of these steep increases 
will so affect thousands of business concerns that the result will be reflected in 
Government revenues from the taxation of business to a point in excess of any re- 
sulting reduction in appropriations to the Post Office Department. 


RATE MAKING POWER 


It is proposed in this legislation to give to the Post Office Department the power 
to establish rates on special services. This power is equivalent to the power of 
taxation. It is the type of power that can be used to inhibit or destroy and should 
not be delegated to an administrative body not directly responsible to the people. 
It would seem that the chief reason for such delegation is in the interest of con- 
venience, 

It seems obvious that testimony before the House and Senate committees 
during the past 3 years rather clearly indicates that the ec. o. d. service is unpopular 
with important personnel in the Post Office Department. The c. o. d. service is 
vital to thousands of small-business enterprises in efforts to build up their business 
(and this is not limited to c. o. d. service alone). Delegation of rate-making power 
to the Department sets up an opportunity to charge the service out of existence 
either gradually or precipitantly. 

An agency which not only controls the cost of operations but has the power to 
allocate these costs should hardly be permitted to have the rate-making authority, 
and certainly not without notice and hearings, and with the right of appeal to 
some other totally independent agency, such as the Interstate Commerce Com- 
mission. 

Figures are already available showing a substantial reduction in c. 0. d. ship- 
ments and nothing is known to contribute to this reduction except the rate 
situation, 

The Post Office Department is primarily concerned with the immediate problems 
of operation rather than with the broad business afid economic aspects of the 
over-all situation. The Congress, on the other hand, is vitally interested in the 
over-all picture and in the furnishing to receivers of mail the conveniences and 
benefits afforded by the ec. o. d. service, particularly in small settlements and rural 
communities in thousands of places where there are no banks, no railroads, and no 
express service. 

SUMMARY 


1. That the proposed rate increases on post and postal cards, third class majl, 
and c. o. d. service, all of which are extensively used by our companies, would 
create for them a pyramided hardship which may very well be fatal to all but the 
largest well-established concerns. 

2. That such rates will substantially reduce business mail volume resulting in 
reduction of revenue to the Post Office Department and seriously affecting 
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thousands of owners, administrative and production employees of the companies 
affected. 

3. That the impact of the proposed rates could bring about the necessity for 
the discharge of thousands of postal emplovees. 

4. That the proposed rates set up a dangerous threat to the general economy 
of the country. 

5. That the effect of business mail rate increases upon the receivers of mail, or 
in other words, the general buying public, may be very detrimental and this should 
be paramount consideration. 

6. That the use of the mails in buying merchandise tends toward creating a 
market parity for the rural population with urban residents and this is a public 
service which should be encouraged. 

7. That the primary purpose of the postal service is to promote the general 
public welfare and convenience and that business mail is a byproduct of the main 
purpose which, however, contributes to the public convenience. 

8. That an apportioned cost rate-making basis cannot be equitably or realisti- 
cally applied to this byproduct factor in the postal service. 

9. That if business is “‘rated’’ or “priced’”’ out of the postal service the deficit 
will be increased unless a wholesale reduction in postal employees, equipment, 
and overhead is achieved. 

10. That steep and sharp rate increases are economically unsound and particu- 
larly in unsettled and emergency times such as the present. 

11. That rate-making powers should never be given to an ageney having within 
itself the capacity of complainant, prosecutor, judge, and jury, this being equiva- 
lent to taxation without representation and denving a day in court. 


RECOMMENDATION 


It is respectfully recommended that before any rate increases are established, 
the Congress cause to be made a complete independent study by experts of the 
entire postal service situation and that the results of such study be used (a) for 
establishing a realistic and businesslike cost and accounting system; (b) for estab- 
lishing a long-range legislative policy on postal rate making; (c) as the basis for 
instituting economies. 

I wish to thank you for this opportunity to appear here and express our views 
on the subject matter. 


Mr. Greorcs. Mr. Chairman, I also have the statement of Mr. L. 
Lowell Wilkin, president of Wilknit Hosiery Co., Inc., of Greenfield, 
Ohio. He was due to appear before the committee but could not make 
it. Can | offer that for the record? 

The CuarrmMan. Very well. His statement will be included in the 
record. 

(The statement referred to is as follows:) 


STATEMENT oF L. LOWELL WILKIN, PRESIDENT OF WILKNIT HosteRy Co., 
INc., GREENFIELD, OHIO 


My name is L. Lowell Wilkin. I am president of Wilknit Hosiery Co., Inc., 
of Greenfield, Ohio. Our business is direct selling, which means that our mer- 
chandise is sold house to house by salespeople. We have been in business ap- 
proximately 25 years. Ours is small business. There are several thousand sales- 
people selling our hosiery, 99 percent of whom sell only in their spare time, many 
of them being housewives, elderly persons, handicapped people, widows, and 
mothers seeking to augment an insufficient income. Our contact with these people 
is only by mail. 

Our salespeople send us orders for hosiery to be shipped by mail direct to their 
customers and over half of these shipments are c. 0. d. The ec. o. d. fee and the 
money order fee are charged to the customer, we pay the postage. Prior to Jan- 
uary 1, 1949, the ec. o. d. fee on our average order ($3.25) was 20 cents, and the 
c. o. d. shipments which were refused and returned to us amounted to approxi- 
mately 6 percent of our sales. On this same order after January 1, 1949, the 
c. o. d. fee was raised to 25 cents, and our refused ec. 0. d.’s have been approxi- 
mately 11 percent. In other words, since this increase in c. 0. d. fees an addi- 
tional 5 percent of our c. o. d. sales are refused and returned to us. Please bear 
in mind that I stated that the average order was $3.25; there are many orders 
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that amount to less than $2, and there are many orders that amount to more 
than $5 or $10, in brackets where the c. o. d. fees are still a noticeable part of the 
purchase. 

We use the third-class mail to obtain our salespeople. Prospective sales- 
people receive from us by third-class mail printed literature describing our selling 
set-up. These prospects may sell various other lines and may not take on our 
line at that time, some may take it on later. It is a continuous process to obtain 
salespeople. More expense cannot be put into the method of obtaining them, 
simply because the average amount that each person will sell is small because as 
I said before, most of them are housewives, etc., selling only in their spare time. 
As a matter of fact, many are people who have difficulty obtaining employment 
elsewhere because of handicaps. 

If the third-class mail rates are raised, there is no question but what it will 
prevent many people from securing information about merchandise lines which 
they might handle in their spare time. In other words, it will reduce the number 
of our salespeople because we will be unable to solicit and recruit as many persons 
to take the place of those who ‘“‘die out.’”” Some members of the committee, may 
say, “In other words it will hurt your profits.’”” That is absolutely correct. It 
will hurt our volume, it will hurt our employment, it will hurt our profits. That 
is exactly what I am apprehensive about. 

The post office’s cost of handling incoming first-class mail for our company is 
not nearly as great as the cost of handling other first-class mail. A clerk in our 
local post office recently estimated that he could sort our incoming first-class mail 
about five times faster than other incoming first-class mail. This is because a 
great majority of our incoming letters and orders are mailed in our own printed 
and colored envelopes. These printed and colored envelopes are sorted out of 
incoming mail in large numbers, simply by thumbing through bunches of mail. 
This is undoubtedly true in many other post offices when it comes to business 
mail, because many business mail firms supply printed and colored envelopes to 
their thousands of customers and salespeople. I don’t belive that Mr. Donald- 
son takes this into consideration in his cost-ascertainment figures. Here is another 
way in which our firm and others save money for the post office which does not 
show up in the figures. 

We use penny post cards to notify these salespeople about once a week of sales, 
changes in prices, ete. Too, the penny post card is used extensively by prospects 
to write to us asking for information on our selling set-up. Doubling the penny 
post card rate naturally will increase our cost of doing business, and force us to 
curtail the use of post cards. 

We are now operating under ceiling prices. We cannot raise our prices when 
operating costs go up. Yet, if postal rates are increased, it will definitely have 
an effect on the prices of the country. We do not manufacture. Manufacturers 
are able to reflect their costs in their prices of their products. Manufacturers’ 
costs are affected by postal rates, because the mails are used by them not only in 
conducting their business but also by their suppliers of everything which they 
purchase. Raising postal rates will be another step toward inflation. 

I hope the committee has read the statement made by James J. Doran who spent 
44 years in the mail service, and who was the Department’s Chief Inspector, and 
was Director of Budget and Planning before retiring in 1949. He criticized the 
Department and said it is on weak ground in trying to convince anyone that 
postal rates should be substantially increased. He further said that 95 percent 
of the Nation’s 41,000 post offices located in smaller communities and having small 
receipts always have and always will require a subsidy. 

By way of decreasing the operating costs of the Post Office may I suggest a 
rough idea as to how the Post Office might make even more money on first class 
mail: Under the present first class system, a person is required to purchase stamps 
from the window, affix the stamps to the envelopes, deposit them in a slot; a clerk 
then gathers them up, arranges them in proper order for canceling the stamps, 
runs them through the canceling machine, then sorts the letters by States pre- 
paratory to tying them by hand in bundles for sacking. I propose a small coin 
machine in the lobby where a person may secure pennies and change. A coin 
operated meter machine is located nearby where a person can insert his letter in 
a slot, drop in the proper change and the proper postage is printed on his envelope. 
Then he deposits this envelope in a slot which is labeled for the proper State 
corresponding to the destination of his letter. Then all the clerk needs to do in 
this case is to gather the letters from the boxes of the different States, quickly tie 
them up (with a tying machine) and throw them in the sack. This method would 
eliminate the printing of stamps to a large extent, and the time of someone having 
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to stand at a window selling stamps, the time of gathering and arranging and 
canceling the letters, and the time of sorting them by States. Of course it would 
require approximately 48 slots from which a person must choose the proper one 
in which to drop his letter but this would only mean an area of about six slots wide 
by eight slots in length. 

Two years ago a few members of the House Post Office Committee inferred that 
this type of business may not necessarily be a desirable industry in this country 
because, as one or two members of the committee stated, it is competition with 
local retail stores that pay taxes and help sustain their local communities. It 
is understandable that a merchant should feel perturbed when he sees someone 
going from house to house selling products which he himself handles. However, 
his sincere concern blinds him to the fact that perhaps this salesperson lives in 
his own community or nearby. 

The only difference between the salesperson and the merchant is that the mer- 
chant has a store and the salesperson does not. Should a person be penalized for 
not having a store? Even if the salesperson is from out of town doesn’t the 
merchant welcome people who come into his stores from out of town? The 
merchant collects his purchase price, keeps so much as his profit, sends the rest to 
his source of supply to pay for the merchandise. The salesperson does the same 
thing. 

The rest of my testimony pertains not to postal rates but to our method of 
doing business. This is for the interest of those members of the committee who 
are concerned about this method of doing business. 

House-to-house selling has in many ways built up markets for new types of 
merchandise. House-to-house sellers are missionaries in the selling field and 
really a benefit to the local merchant. 

Instances of this pioneering work which has carried over to the benefit of 
merchants are: General use of hosiery as an everyday article of wear; vast exten- 
sion of the rural use of toilet articles, spices and flavoring extracts; general and 
wide use of aluminum ware; extensive use by housewives of labor-saving appli- 
ances and equipment. 

Many sales contacts of house-to-house salespeople result in no sale. Never- 
theless they create interest in the merchandise which often results later in a sale 
by the local merchant. 

The following is the written opinion of Judge James Montague sitting in the 
fourteenth district court of Minnesota hearing a case involving the arrest under a 
city ordnance of a house-to-house salesman. 

“Selling from door to door is probably the oldest form of merchandising; even 
under conditions today it is a useful, probably a necessary, form of selling. Often, 
probably in most cases, the first money really earned by boys in towns is earned 
by selling flowers, fruits, vegetables, nuts, berries, papers, and magazines from 
door to door in their neighborhoods. It is reliably stated that over one-half of all 
Bibles sold are sold through solicitors or agents; innumerable useful articles now 
almost universally used and sold through stores would never have been on the 
market were it not for the introductory work done by traveling solicitors and 
peddlers. The thin-blade razor probably would never have been known but for 
the peddler. The writer bought one from King C. Gillette in 1902 when Gillette 
was going around with one pocket full of razors and the other full of stock, fran- 
tically trying to get a foothold for his invention. 

“Even the manufacturers of expensive articles find it necessary to resort to 
this kind of salesmanship. General Electric is but one of these. Vacuum 
cleaners and many other articles were put on the market in that manner. 

“So I am not impressed with the argument that door-to-door selling or mer- 
chandising in the way the defendants are doing it, is an evil that must be stamped 
out.”” Sosays Judge Montague. 

In closing I might add that I happen to know that the officials of many of the 
direct selling companies of this country give much of their time and money in 
supporting community welfare activities as well as national welfare organizations, 
We are called upon constantly to assist in these many and various activities. 

I sincerely appreciate the privilege of having my testimony considered. I 
compliment the committee upon its willingness to hear any and all witnesses. 
Most of us realize it is becoming a tiring process. 

Mr. Georae. I would also like to submit the statement of Mr. 
Sigmund A. Robinson, treasurer of the Real Silk Hosiery Mills, Inc., 
of Indianapolis, Ind. Mr. Robinson was also not able to appear here. 
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The CuHarrMan. Mr. Robinson’s statement will be included in the 
record. 
(Statement referred to is as follows:) 


STATEMENT OF SiGMuND A. Rosinson, TREASURER, REAL Sitk Hosiery MILLs, 
Inc., INDIANAPOLIS, IND. 


I am Sigmund A. Robinson, of Indianapolis, Ind., treasurer of Real Silk Hosiery 
Mills, Inc., whose principal office and main manufacturing plant is located in 
that city. We manufacture hosiery and various other items of wearing apparel 
at our own plants in Indiana, Georgia, and Mississippi. Other items are made 
for us by independent manufacturers in localities throughout the country. 

All finished merchandise is maintained in a central inventory at Indianapolis. 
Sale is accomplished through orders obtained by salesmen calling on consumers 
at their homes and places of business. Shipment is made by mail direct from 
Indianapolis to the customer. If the full purchase price is not paid at the time 
the order is entered, shipment is made ec. o. d. 

We use all classes of mail except second class and most of the special services 
in the conduct of our business. While the action which may be taken on other 
rates are matters of concern to us, my statement will be confined to the proposals 
regarding the collect-on-delivery service. In the case of other provisions, there 
are large and articulate interests able to appear and point out the inequity of 
what is proposed, while users of the c. 0. d. service are unorganized and are for 
the most part so small in size they lack the time and money to make an appearance 
before this committee and to acquaint you with their views and the hardships 
which will be imposed if proposals regarding the c. 0. d. service are adopted. 

Every c. 0. d. shipment of merchandise involves payment of three fees: (1) 
regular third- or fourth-class postage, (2) the c. o. d. fee itself, and (3) a money- 
order fee for returning to the shipper the amount collected from the addressee 
on delivery. Each of these three fees was substantially increased in 1949, and 
the aggregate increase on each c. o. d. transaction was drastic. 

C. o. d. today is very costly. To send a l-pound package to zone 5, ¢c. o. d. for 
$2.50 or less, costs 44 cents—-will cost 50 cents if fourth-class rates fixed by the 
Post Office Department are approved by the ICC—and 60 cents if the pending 
bill is adopted as well. Before the 1949 rate increase, this same transaction 
cost 23 cents. 

A 1l-pound package mailed at the Washington post office to someone in the 
House Office Building in this same city, ¢. 0. d. for $2.50 or less, now costs 40 cents. 
In the event of the fourth-class rate increase and adoption of the pending bill, it 
would cost 55 cents. Compare this with the Washington taxicab fare of 30 cents 
for the same distance! 

I believe that the amount now charged is as much as the traffic can bear, and 
proposed increases if made would render the cost of this service prohibitive. 

During the hearings before the House Post Office and Civil Service Committee 
on H. R. 2945, Postmaster General Donaldson commented that he had never been 
able to understand why ac. o. d. service was needed; that many of the mail-order 
houses tried to discourage c. o. d.’s and that he would be willing to recommend 
that the service be entirely eliminated. Said the Postmaster General: “If you 
are ordering something from a mail-order house or any place else, you are going 
to have to pay for it when the parcel is delivered, so why not send your check in 
advance?” ! 

Under the system and methods used by the Post Office Department, ¢. 0. d. 
transactions entail trouble and effort, and are not popular with most post-office 
employees, and it is not unnatural that the Postmaster General, who has spent 
his business life in the Department, should have these views. However, the 
attitude of the Postmaster General on this subject points up very forcefully the 
fact that the Post Office Department is apt to regard a matter of this kind from 
the standpoint of administrative convenience rather than the needs and con- 
venience of mail users and the public and why Congress should not, as proposed 
in the pending bill and H. R. 3312, delegate to the Post Office Department rate- 
making power over the special services. 

Because of the high cost of ¢. 0. d.’s, many of the larger and better-established 
concerns doing mail-order business have, as indicated by the Postmaster General, 


! Hearings before Committee on Post Office and Civil Service, House of Representatives, H. R. 2945, 
pp. 598-599, 80th Cong. 
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discouraged ec. 0. d. transactions, and some have banned ec. o. d.’s entirely. It 
should be taken into account, however, that these concerns are not a fair cross 
section of the enterprises delivering merchandise to the consumer by mail. 

It may be that no one dealing with Sears, Roebuck or Montgomery Ward has 
hesitancy about paying for merchandise in advance, and their volume is so great 
that they can afford to forego the business which might be obtained if ¢. 0. d. 
transactions were encouraged. In addition, their facilities for handling credit 
accounts are such that those who wish to defer payment have only to fill in and 
return with the order a convenient form to apply for credit. The people who buy 
from concerns like Marshall Field, Abercrombie & Fitch, Nieman-Marcus, 
Burdine’s, and other famous department or specialty stores who promote mail- 
order business have either charge or checking accounts. 

The Postal Guide, in discussing the c. o. d. service, says: ‘‘The ec. 0. d. service 
is an ideal means of shipment where the shipper does not desire to extend credit 
or customers do not wish to pay in advance. * * * The ec. o. d. service is 
widely used by business concerns in marketing their products.’’ 2 

It is pertinent to inquire what type of business concern relies on the c. 0. d. 
service and the circumstances which cause people to pay a large extra amount 
of c. o. d. cost rather than send in their check in advance as suggested by the 
Postmaster General. 

The type of concern which uses the c. o. d. service extensively is, from a rela- 
tive standpoint, small business and, for the most part, very small business. In 
1950, with a sales territory comprising all of continental United States, Alaska, 
and Hawaii, our total volume was $13,000,000 to $14,000,000. This is very 
large in comparison to most of the concerns who ship c. 0. d.; yet, it is infini- 
tesimal in relation to the largest mail-order houses whose volume figures are 
stated in billions, and small in comparison even to leading department and 
specialty stores in large metropolitan areas. 

Typical of the business that relies substantially on the c. 0. d. service are the 
thousands of small direct selling companies and small mail-order enterprises, 
many of whom operate on a sectional or regional basis, and who often handle a 
single specialty product, not infrequently one produced in a home workshop or 
kitchen. The word ‘“‘small’’ might appropriately be inserted in the language 
above quoted from the Postal Guide, and the last sentence of the statement 
amended to read: ‘‘The ec. 0. d service is widely used by small-business concerns 
in marketing their products.”’ 

There are a number of reasons why small-business concerns making mail 
delivery need ac. o. d. service: (1) They have no facilities for extending credit 
or servicing charge or installment accounts; (2) customers may hesitate to pay 
in advance of delivery when dealing with concerns or salesmen with whose stand- 
ing and reputation they are not familiar; (3) in the mass market, a large per- 
centage of customers do not have personal checking accounts, and it is usually 
inconvenient to procure a money order or other form of remittance. 

From the side of the consumer, the privilege of being able to pay the postman 
on delivery has proved of sufficient value to the millions of people who do not 
have checking accounts and who want something for which they either do not 
wish to pay in advance or are unable to pay in advance, and cannot buy on 
credit, that they have been willing to pay a very considerable extra amount of 
c. 0. d. cost. 

There is serious question whether c. 0. d. transactions are actually being handled 
below cost. In addition to the arguments concerning cost ascertainment advanced 
by other classes of mail users, in the case of the ¢. 0. d. service, it should be con- 
sidered that under the system in use the full revenue derived from the ec. 0. d. 
transaction is not taken into account but only the ec. 0. d. fee. As a result, in 
1949 three increases were pyramided on each ¢. 0. d. transaction. We do not 
think it is fair or accurate cost ascertainment to divide a single ec. 0, d. transaction 
into parts and cost each part separately. The analysis should be on the basis of 
total revenue on the transaction as against total cost of the transaction, and on 
this basis it probably would be found that ¢. 0. d. is paying its way. There, 
obviously, are economies in handling one transaction for, let us say, a 60-cent fee, 
as against three transactions for three fees aggregating 60 cents. 

Further, the operation of the c. 0. d. service results in large balances in float, of 
which the Government has the use without payment of interest. In the case of 
the Postal Savings System, it is claimed by the Department that the interest on 
deposit balances is more than sufficient to offset the 2 percent paid to depositors 


— 
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and the cost and expense of operating the System. If interest were credited on 
c. 0. d. balances, it would substantially increase the revenue attributed to the 
service. 

It is, accordingly, submitted (a) that the cost of the c. o. d. transaction is 
already as high as practicable: (b) that a further increase will price out of existence 
a service widely used by small-business concerns in marketing their products, and 
inconvenience many customers; (¢) that the cost-ascertainment system does 
not fairly reflect the revenue and cost of c. o. d. transactions; (d) that the Post 
Office Department views the service from the standpoint of administrative 
convenience and fails to take into account its value to small business and con- 
sumers, and that, therefore, (1) no further increase should be made in the rates 
for c. o. d. fees or in other rates which form a part of the c. o. d. transaction, and 
that (2) rate-making powers should be retained by Congress so that the interests 
of small business and consumers may be properly considered and evaluated. 

Thank you for affording me the opportunity to appear and present the case 
for continuance of ac. o. d. service at fair rates. 


Mr. Georae. Mr. Chairman, I also have the statement of Charles 
J. Brooks, vice president of the C & D Co., of Grand Rapids, Mich., 
who is sick and could not come. I would like to present that for the 


record, 
The CHarrRMAN. His statement will be included in the record. 
(The statement referred to is as follows:) 


STATEMENT OF CHARLES J. Brooxs, Vice PrEesIDENT oF THE C & D Co. 


Mr. Chairman and members of the committee, my name is Charles J. Brooks. 
I am vice president of the C & D Co. of Grand Rapids, Mich. 

My company is a small company and has become smaller since the January 1, 
1949, increases in postal rates became effective. But we are still the second- 
largest users of the mails in Grand Rapids, adding a little over $100,000 a year to 
the revenue of our post office, in the direct postage payments we make. We have 
been in business for 39 years, selling dresses, lingerie, underwear and hosiery, 
direct to the consumer, throughout the United States. Our business is done en- 
tirely through the mails. We use practically every service provided by the post 
office, in first-, third- and fourth-class, and special services. 

In considering what another increase in postal rates would do to our business 
(and there are thousands of other companies like our own), we now have factual 
information of the effect that January 1, 1949, rate increases produced. We 
believe that this factual information will prove most impressive. 

Our 39-year-old business had been progressing satisfactorily until January 1, 
1949. Very good year-to-year sales gains had been secured in November and 
December of 1948, indicating that our merchandise values and general business 
procedures were sound. On January 1, 1949, postage rose on our average ship- 
ment of $7 in merchandise, to the fourth zone, from 56 cents to 69 cents, including 
c. o. d. and money-order fees. That increase of 23.2 percent, in postage and fees, 
caused the total postal charges to our customers to amount to almost 10 percent 
of the value of the merchandise they had ordered. 

Our previous year-to-year sales gains were converted into sales losses during the 
first 3 months the new rates were in effect, and have failed to recover during the 
last 2 years, as indicated by the following information: 


ORDERS RECEIVED DURING FIRST 3 MONTHS OF EACH YEAR 


RR hits ie ts Sele cated 61,122 orders. 

ee eee 57,963 orders, down 5 percent. 

A a ee es 47,523 orders, down 22.2 percent from 1948, 
ae ee ee 50,857 orders, down 16.7 percent from 1948. 


During the first quarter of 1949, consumer resistance to increased rates de- 
veloped at once, but this increase developed further as the year progressed, 
causing the dollar volume of our retail business to drop 20 percent in 1949 as 
compared with 1948. In 1950 the number of customers who bought from us 
dropped 22.2 percent, as compared with 1948. The drop only amounted to 16.7 
percent during the first quarter of this year, on the same comparative basis. 
(Some improvements in retail sales developed during the last half of 1950 and 
the first quarter of 1951 due to our having entered an inflationary era.) 
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THE EFFECT OF INCREASED RATES UPON ANNUAL DOLLAR VOLUME 


Our records for the last year of operation under the old rates, and the first 2 
years under the new rates, produce the following comparisons: 


$2,286,604. 
$1,827,743 (sales down 20 percent). 
$1,829,030 (sales still down 20 percent.) 


The total postal charges on a $5.01 ¢. 0. d. shipment to zone 5 amounted to 
53 cents in 1948. 

On January 1, 1949, the total postal charges on a similar shipment increased 
to 65 cents; up 22.6 percent. 

Under the rates now proposed, postal charges would amount to 76 cents on the 
same shipment, an increase of 43.3 pereent over 1948 rates (including a 40 percent 
increase in parcel-post postage under the ICC petition). 

If ac. o. d. shipment were to be made for $10.01, the increase would be much 
higher. The present c. o. d. fee is 35 cents on a collection from $5.01 to $25. 
Under the proposed rates the fee would be increased to 40 cents on $5.01 to $10, 
but it would be increased to 60 cents on any amount exceeding $10 but less than 
$25, an increase of 71.4 percent in the fee. Since 99 percent of our merchandise 
sells at prices ranging from 98 cents to $14.98, it is obvious that this 71.4 percent 
increase in the fee, on shipments from $10.01 to $25, would, almost entirely, be 
a charge on our shipments from $10.01 to $14.98 in this c. 0. d. fee bracket. Our 
customers and salespeople have consistently complained about the increased 
rates. It has now been 2 years and 3 months since the January 1, 1949, rates 
became effective. Our sales dropped 20 percent in 1949 and, in spite of all our 
efforts to improve them, remained at that level during 1950 and are still down 
16.7 percent during the first quarter of 1951. Logically, sales could have been 
expected to rise during 1949 and 1950, along with the national income, just as 
sales normally drop when the national income drops. 

Should there be further increases in postal rates, therefore, it seems reasonable 
to believe that our volume of sales and shipments will drop even though the 
national income continues to rise. Should rates be raised and our Nation 
experience even a moderate economic recession, certainly our business losses will 
accelerate and our payments to the post office be sharply reduced. 


WILL HIGHER POSTAL RATES PRODUCE AN INCREASE IN GOVERNMENT REVENUE 


Statements of post-office officials indicate the belief that the proposed higher 
rates will produce a corresponding increase in post-office receipts. ButAmerican 
business history proves that raising the cost of a product or service automati- 
cally reduces the number of people who can pay for it. The January 1, 1949, 
postal-rate increase of 22.6 percent on our average shipment did not produce a 
corresponding increase in the amount we paid our post office. In 1949 the 
increased rates caused our postal payments to amount to $103,959.32, against 
payments of $100,846.27 in 1948, an increase of less than 4 percent. In 1950 
our postal payments amounted to $108,151.43, less than an 8 percent increase 
over 1948. 

But from profits of $21,593.85 in 1948, we dropped to a loss of $9,075.15 in 
1949. Instead of paying $5,500 in Federal taxes in 1949, as we did in 1948, we 
filed a claim for refund of $1,300, making a difference of $6,800 in tax revenue 
to the Government. The loss of tax revenue, over the increased revenue from 
postage, amounted to a net reduction of $3,686.95 in all over Government income 
from our little company. There were additional income-tax losses as a result 
of our having to lay off 18 people because of the decline in sales volume. We 
bought and sold less merchandise, resulting in a further drop of employment in 
manufacturing, with additional losses in income-tax payments to the Government. 

We have made many adjustments, by reducing the number of our first- and 
third-class mailings and economizing in every other way that we cosnidered 
feasible. We hope to be able to continue our 39-year-old business, through 
further rigid economies. 

These facts indicate quite evidently, however, that the January 1, 1949, in- 
crease in postal rates imperilled our business, and that any further increase in 
rates may result in the extinction of my company and thousands of other small 
companies. We also believe that the postal rate increases of 1949 produced a 
substantial loss in the net revenue of the Federal Government, as a result of lower 
revenues from corporate and personal income taxes, also a substantial amount of 
unemployment. Postal deficits come out of the general funds of the Treasury 
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and, when rate-making policy reduced Treasury income in an amount in excess 
of increases in postal rates, there is an all-over loss to the Government. 


BELIEVE THAT INCREASES REQUESTED ARE UNSOUND FOR OTHER REASONS 


1. It is impossible to accurately and fairly compute costs of Post Office services 
under its cost-ascertainment system because: 

A. Many of the operations of the Post Office are maintained purely as a public 
service. Accepting at face value the cost-allocation data published by the Post 
Office Department, it appears that on the first-class post offices—i. e., post offices 
located in the big cities—the Post Office Department made an operating profit 
of over $323 million in the fiscal vear 1948. Its deficits apparently arose from the 
collection and distribution of mail through the 39,500 post offices in groups 2, 3, 
and 4. These latter post offices are in rural areas, in which they have no prospect 
of generating enough mail to pay for their upkeep. If the post office were operat- 
ing on business principles, these post offices would never have been opened; or, 
if opened and proved losing, they would have been shut down again. They owe 
their existence to the fact that the Post Office Department is by statute, at least 
in part, a service organization. 

B. The maintenance of these 39,500 small post offices is vital to the develop- 
ment of the rural communities involved. The deficit incurred by them, or in 
carrying mail to and from them, should not form the basis of consideration of 
postal revenues and expenditures, any more than the deficits caused by franking 
privileges or other free services should. The bulk of the operating costs of these 
thousands of small post offices should be charged to public service, since they were 
initiated and maintained for the benefit of rural agricultural communities with- 
out any pretense of commercial profitability. While the costs of maintaining 
these tens of thousands of unprofitable post offices, and the many thousands of 
unprofitable R. F. D. routes, must be considered a part of Post Office expenditures, 
can these loss operations be fairly included in the determination of postal rates in 
areas where the 1948 rates produced profits? 

2. Raising rates (or prices) is economically unsound for the operation of a busi- 
ness. Under our American system of free enterprise most businesses, when faced 
with rising costs, find it necessary to increase efficiency and cut costs. A Washing- 
ton, D. C., February 24, 1951, Associated Press release stated, in part: 

“A former Chief Inspector of the Post Office Department criticized Department 
management today and said, ‘It is on weak ground in trying to convince anyone’ 
that postal rates should be substantially increased. James J. Doran, who retired 
last October 1, after 44 vears in the mail service, also challenged the Department’s 
action last April in cutting back service in the name of economy. 

‘When the cuts were made, he said, the Department had data from which it 
could have made major operational changes to reduce expenses and thus do away 
with any possible need for service cut-backs. 

“Doran was the Department’s Chief Inspector between 1945 and 1949, when 
he was named Director of Budget and Planning. He served for a brief period 
last vear as Director of Rates before his voluntary retirement. 

‘Doran said about 94 percent of the Nation’s 41,000 post offices, located in 
smaller communities and having small receipts, ‘always have and always will’ 
require subsidy. This, he contended, is justified by the essential service they 
perform, 

“Congress never can be expected to hike rates sufficiently to eliminate the 
deficit in these district (small) offices and it should not attempt to do so, Doran 
declared.” 

3. To again raise postal rates would be economically unsound for our country 
as a whole. From the national viewpoint, perhaps the welfare of more than 
3,000 small companies, like my own, engaged in direct selling, is not very im- 
portant from the standpoint of employment and national income at this time. 
From the same standpoint, perhaps thousands of other companies, using third- 
and/or fourth-class mail, in the operations of their businesses, are unimportant. 
But will these thousands of companies, their tens of thousands of employees and 
millions of customers be so unimportant to our national economic picture, in 
future normal times, that we can now partly or entirely abolish them for an 
increased additional annual Post Office revenue of $162 million? 

4. To raise postal rates would increase the cost of doing business, at a time 
when prices on most products and commodities are frozen. All of my company’s 
prices are frozen, and yet these increased rates would substantially add to our 
costs of doing business. If Congress increased postal rates, therefore, its action 
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would be diametrically opposed to the all-over Government effort to hold prices 
in line. 

Finally, cannot the proven value of Post Office services be recognized as a 
public service of great value, comparable with other Government services that 
have increased much more in cost, with no direct income to show for such services? 

The following figures cover actual expenditures for the fiscal years ended June 
30, 1940, and June 30, 1950, for a few of the departments of our Federal Govern- 
ment: 








1940 1950 
Department of Commerce . ‘ 75, 116, 535 | 863, 082, 852 
Department of the Interior __ RES Fp 71, 385, 280 | 568, 435, 344 
Department of Labor . peacoat F 18, 576, 698 | 257, 043, 997 
Department of Justice ; i iciginica 50, 813, 162 131, 290, 804 
State Department sedge esdstehs a . | 20, 829, 487 361, 266, 112 
Independent offices .._-- . : : ; : , 3, 269, 254, 403 9, 033, 499, 925 


Certainly no other department of our Federal Government serves as large a 
portion of our Nation’s population as does the Post Office Department. Certainly 
the Post Office Department accomplishes a great public service and a vast part 
of the commercial, political, and social activities of our Nation could not endure 
without it. It has expanded beyond the conception of its founders, who expected 
it to be self-sustaining financially, in extending its services unprofitably to many 
thousands of communities that would otherwise be isolated. 

I sincerely hope, Mr. Chairman and members of the committee, that you will 
not recommend increases in postal rates and that all postal rate-making powers 
will be retained by Congress. In no other way can this great public-service 
department continue to serve the American people in the future as it has in 
the past. 

Mr. Grorce. My statement relates to the subject matter of post 
and postal cards, third-class, and c. 0. d. service. We have about 185, 
182 companies, all in the direct selling business, handling various types 
of merchandise and various sizes of shipments practically. At least 
80 percent of the shipments of these companies are made through the 
Post Office parcel post. Practically all of them are shipped on a 
c. o. d. basis to the consumer. We use post and postal cards for ser- 
vicing accounts and business and for some promotion, and we are heavy 
users of third-class in recruiting and in business promotion, follow-up, 
and so forth. 

So the steep raises in this bill on these three classes of services, 
which we use, coupled with what may happen in the Interstate Com- 
merce Commission on parcel-post rates, and added to what happened 
in 1949, really creates a pyramided hardship in our situation which is 
disastrous, being particularly disastrous to the small companies that 
do not have large capital assets or cash assets to use in meeting the 
increased charges in the promotion and the getting of business. 

By the way, I would like to adopt as my statement the one that 
was just made ahead of us here, with respect to the facts she shows 
about the mail service, where it relates to the receiver of the mail 
instead of the shipper. The postal service is something for the 
consumer or the user, the person on the receiving end, and I do not 
see how Congress can lose sight of that. If rates are put up as high 
as the traffic can stand, or if they are put up on a basis—we dispute 
the figures of the Post Office Department. We dispute them, but 
we cannot prove that we are right because we have not the facilities 
to check them. We think that if a different system of cost finding, 
based upon the purposes of the Post Office Department rather than 
on some, well, businesslike figures, which may be sorted out and 
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allocated to the different classes, were used, then we would not have 
these hearings, we would not have these bills coming up. 

My point is that the Post Office should be recognized from the 
standpoint of the receiver of mail primarily and not the person who 
uses the mail. My point is that the Post Office services have in- 
creased from a communications department when first organized to 
a pattern of service which Congress offered to mail users. That is 
a pattern that has been the background of the business use of mails. 

The CuarrmMan. Mr. George, you are here representing the direct 
selling companies, are you not? 

Mr. GreorGpr. Yes, sir. 

The CuarrMan. The companies you represent are absolutely and 
wholly dependent upon the mails for the operation of that business; 
is that correct? 

Mr. GrorGe. hey are very largely dependent on the mails. 

The Cuarrman. They could not exist at all if it were not for the 
United States mails, could they? 

Mr. GroraGe. It would mean a complete change in our situation. 

The CuatrMan. The companies you represent do not do any local 
retail business; is not that correct? 

Mr. GrorGe. They do the retail end of the business, but they do 
not use stores, if that is what youmean. They do not operate through 
stores. 

The CuatrmMan. That is what I am talking about. 

Mr. Greoree. That would not be direct selling. 

The CuarrMan. They sell their merchandise through the mails to 
the public? 

Mr. Georae. That is right. 

The CHarrmMan. Certainly you do not think that any subsidy 
should be given to companies so engaged in the use of the mails in 
the transaction of their business, do you? 

Mr. GeorGe. We do not admit that there is a subsidy. 

Mr. Rees. Let me ask there: If there was not, are you in favor of 
paying your crowd a subsidy, or not? 

Mr. Grorae. | am in favor of paying the way for any uses we have 
of the mails, on the basis of the fact that it is a byproduct of the main 
purpose of the Post Office. 

Mr. Rees. I am sorry to interrupt, but let us get this straight. 
Do you think that the Government should subsidize the carrying of 
your merchandise through the mails? Do you favor that proposal? 

Mr. Georce. It is very difficult to say that there is a subsidy. 

Mr. Rees. Whether there is or is not, do you want the Government 
to help you carry your merchandise through the mail? You want to 
pay your own way, do you not? 

Mr. Grorar. We certainly do. But you must understand that 
the fact that there is a business like this lady talked about and there is 
a business through the mails is based upon the convenience that the 
Post Office furnishes through its pattern that it built for the consumer. 
I think that the primary purpose of the Post Office Department is 
welfare and for the benefit of the consumer. 

Now, these services that the Post Office is furnishing to the con- 
sumer, is it proposed to cut those all out and reduce the convenience 
of the Post Office to the public? 
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Mr. Rees. I did not understand it so. I understood that the pur- 
pose was to try to get the users of the mail, like your group, to come 
nearer paying the additional expense that is imposed upon the Post 
Office Department because of the additional costs of transportation, 
paying the mail carriers more money; that is, the taxpayers are paving 
that. 

Mr. Greorce. That is right. 

Mr. Rees. I just assumed that what the Department wanted to 
do—and maybe I am wrong—is not to make any money on it but 
to try to get groups like yours to come a little nearer to paying for 
that transportation rather than charging it to the Federal Treasury. 

Mr. Grorcae. I do not think this is that kind of a bill, because the 
same policy y is not used all through the bill. 

Mr. Rees. I am talking about your particular group. 

Mr. Eiccaense It is definitely not a bill to make a pay-as-you-go 
plan, in my opinion. 

Mr. Ress. Whatever it is, you are in favor of paying your share of 
carrying the merchandise, are you not? 

Mr. Georapr. I am in favor of first finding out what our share is. 
We do not know that, and we are a byproduct. 

The Cuarrman. What do you mean when you say you are a by- 
product? 

Mr. Greorer. The main purpose of the Post Office is for the mail 
receiver. It was not built for the mailers, it was built for the mail 
receivers. 

The CHarrmMan. There are other concerns that handle their entire 
business through the mails, like the direct-selling companies are doing. 

Mr. Grorece. I want to say that in the first place, we are dealing 
with figures that nobody believes in. 

Mr. Miter. Now, just a minute. 

Mr. GsorGe. I will withdraw that statement. 

Mr. Mitier. You can withdraw the statement and say that you 
may not believe in them. Let us not be quite that broad. 

Mr. GrorGe. Very few mail users believe in them. 

If we could have something done about the Post Office Department 
to actually find out what the figures were on the basis of considering 
that it is a public service as well as having commercial features, that 
would be different. 

Mr. Mituer. Where in law do you find references to all these 
public services that should be rendered below cost? Has it ever been 
defined in law? 

Mr. George. No. I do not say that it has. 

Mr. Mixuer. In other words, you started out a minute ago by 
making an assumption when you said that the Post Office Departme nt 
should follow out its traditional policies. But that assumption was 
just like the one you made about no one believing the figures. Where 
in law do you find any of these statements that you referred to, that 
the Post Office Department is supposed to do this thing? 

Mr. GeoreGe. I am not stating that it is in the law. I am stating 
that it has been the policy and the history of the Post Office Depart- 
ment to perform services for the American public. 

Mr. Miuuer. You say it is the policy of the Post Office Department. 
Does the Post Office Department make those policies, or does Congress 
make those policies? 
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Mr. Grorae. Let us say the Post Office Department, as a sub- 
division of Government, and Congress also being a subdivision of the 
same Government. 

Mr. Miter. Is it not true that the Post Office Department does 
not set the rates? Does it? 

Mr. GrorGe. When I am talking about the post office, I am talking 
about the postal service. 

Mr. Mixer. In other words, you mix up these things. 

Mr. GeoreGe. It is a part of our Government, and you are a part of 
our Government. 

Mr. Mituier. That is right. 

Mr. GrorGe. And you pass the laws. 

Mr. Miuuer. That is right. And, as part of our Government, the 
Congress of the United States has never at any time said that you 
should be subsidized for a specific service. You have been enjoying 
that subsidy because Congress has just failed to act to bring these 
things up to date, but it does not give you any right to those subsidies. 

Mr. GreorGe. The legislation that makes up the history of the Post 
Office Department has been of such a type that it makes out of the 
post office primarily a public service. 

Mr. Miiier. Wait a minute. Where does this legislation do that? 
Is it not due to the fact that Congress has failed to raise these rates 
when perhaps it should have raised them that sets up this theory 
that you are now advancing? Is not that what you are telling us? 

Mr. Greoree. I think that the reason why Congress has not raised 
the rates is that Congress has always felt those things were good for 
the public and that the rate schedule was good for the public. 

Mr. Mituer. This committee last year passed a bill to raise rates 
and did not get it by the other body. 

Mr. GeorGe. That is true. 

Mr. Mitier. Do you think that an organization that uses the 
mails as part of its functioning of business should not pay its full 
share of these rates? 

Mr. Greorae. I did not come here to maintain any such thing as 
that. I say I do not think it ever has been conclusively shown as 
to the allocation of costs. 


Mr. Miuier. Let us not get away from this. That is another x 


argument, the allocation of costs. You are in direct competition with 
every little merchant in every little town in the country, are you not? 

Mr. Greorce. We are in the merchandising field. 

Mr. Miiier. Your business is to sell goods that he sells off his 
shelves. He pays ad valorem taxes and helps support his local 
government and all that, which is something vou do not do. 

Mr. Grorce. I do not think that has anything to do with this. 

Mr. Miuuer. I think that is an assumption I will make along with 
yours, because I know something about your business, too. Some- 
times you get caught and you do have to pay fees, and then you go 
out to get licenses. You use veterans as solicitors in most States 
where veterans do not have to pay license fees. You get around 
this thing pretty well. So you put yourself in direct competition 
with these other people. 

Now, are we justified in subsidizing you as against little merchants 
throughout the country? 
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Mr. Georce. I do not think what you have mentioned about us 
has anything to do with this question. 

Mr. Mixuer. Then you can agree that does not have anything to 
do with it and I will agree that your statements relative to the charges 
against the cost ascertainment do not have anything to do with it. 

Mrs. Sr. Grorce. Mr. Chairman. 

The Cuarrman. Mrs. St. George. 

Mrs. St. Georce. Mr. George, I would like to ask one question. 
You have spoken, and well, about what the post office has been set up 
to do in its pattern. I would like to ask you how you explain the fact 
that first-class mail has always paid its way and that there never 
seems to be any objection to raising the price on first-class mail. Was 
not first-class mail the primary objective of the post office? Is not the 
postal service designed primarily as a method of communication? 

Mr. GreorGe. It was. 

Mrs. St. GrorGre. Do you not think it is a rather strange fact that 
there has never been any kick of any kind on first-class mail, and do 
you not also think that it is rather remarkable that in the last ques- 
tionnaires that we have seen on the raising of postage rates the polls 
show an overwhelming desire on the part of the rank and file of the 
people to have those rates raised? 

Mr. Georce. Desire to have them raised? 

Mrs. St. Grorce. Yes. That question has been asked. 

Mr. GrorGe. Some 25 or 30 years ago there was an organization of 
the public, not of business, to get a 1-cent first-class letter rate for 
Nation-wide delivery. That movement died out. The people of the 
United States are not organized. If they were organized they would 
do something about the first-class rates, I think. 

Mr. Rees. What would they do? 

Mr. Georce. They would object to it. 

The CuarrMan. Would they ask for a lower rate? 

Mr. Georce. They would ask for a reduced rate. 

The CuarrMan. Do you favor a 1-cent rate for first-class mail? 

Mr. GeorGeE. Do I favor it? 


The CHarrMAN. Yes. 
Mr. Georce. As a consumer, it does not make any difference to me. 


. Mr. Rees. In view of what you just said, then, are you in favor of 
changing first-class rates? 

Mr. Georee. I will tell you what I am in favor of. 

Mr. Rees. Since you said the people of the United States would rise 
up and change these rates, what would you do? 

Mr. Georae. I am in favor of the elimination of the inequities in 
rate making. 

Mr. Rees. What would you do about first-class rates? 

Mr. Georae. I would be for a lower rate. 

Mr. Rees. What would you make it? 

Mr. Georce. I would make it a reasonable rate for that service. 

Mr. Rees. What would that be? 

Mr. Greorce. That would be up to the experts. 

Mr. Rees. But what would you make it? 

Mr. Grorce. I have no idea. There would have to be some logical 
facts behind rate making. 

Mr. Miter. Would you yield for a question, Mr. Rees? 

Mr. Regs. Yes. 
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Mr. Miuuer. I was just wondering, Mr. George. I would like to 
know what your reaction would be to the proposition made over in 
the other body to raise first-class rates to 4 cents. 

Mr. GeorGe. J do not think you would do it. That is just talking 
to no purpose. 

Mr. Mituer. Now, wait a minute. 

Mr. Rees. In view of what you just said, then, are you in favor of 
changing first-class rates? 

Mr. Grorce. | will tell you what I am in favor of. 

Mr. Rees. Since you said the people of the United States would 
rise up and change these rates, what would you do? 

Mr. Grorce. I am in favor of the elimination of the inequities in 
rate making. 

Mr. Rees. What would you do about first-class rates? 

Mr. Grorae. I would be for a lower rate. 

Mr. Rees. What would you make it? 

Mr. GrorGe. I would make it a reasonable rate for that service. 

Mr. Rees. What would that be? 

Mr. GeorGe. That would be up to the experts. 

Mr. Rees. But what would you make it? 

Mr. Grorce. I have no idea. There would have to be some 
logical facts behind rate making. 

Mr. Miuuier. Would you yield for a question, Mr. Rees? 

Mr. Ress. Yes. 

Mr. Miier. Mr. George; I would like to know what your reaction 
would be to the proposition made over in the other body to raise first- 
class rates to 4 cents. 

Mr. GrorcGe. I do not think you would do it. That is just talking 
to no purpose. 

Mr. Mituer. Now, wait a minute. 

Mr. GrorGs. | doubt that it would be done. 

Mr. Miuter. Wait a minute. That matter has been given serious 
consideration by the committee in the Senate. You are referring to 
talking to no purpose. We have to consider it here. We know what is 
going to happen. It must come over to us in a bill to raise the first- 
class rate to 4 cents. 

Mr. GrorGe. And let the proposed legislation go through the way 
it is? Here is second class. 

Mr. Mituer. We are talking about first class. I was asking your 
reaction to that. 

Mr. GrorGe. In the face of the other rates, I do not think Congress 
would do it. I do not think Congress would raise first-class rates. 

Mr. Minter. That will be up to us. What is your opinion? 

Mr. Georce. About what; about whether they should be raised or 
not, first-class rates? 

Mr. Miuuer. Yes. 

Mr. GeorGe. IJ do not think they should. That is just increasing 
the disparity. 

The CHarrMAN. Mrs. St. George, did you have a question? 

Mrs. Sr. GeorGe. I just wanted to point out, Mr. George, what 
these polls show. You said the American people would be for a lower 
rate. These polls that have been taken show they are not in favor 
of a lower rate, and they are overwhelmingly in favor of increasing 
the rate. I personally have been very much astonished at it, but 
those are the figures, and they are something like 8 or 10 to 1. 
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Mr. Georce. It would be my opinion that the public would not 
like to see an increase in first-class rates. When I say that I do not 
mean the business public but the public generaliv. They would not 
like an increase, in view of the fact that the cost figures that we work 
with show that they are carrying a lot of the other costs of the Post 
Office Department. 

Mrs. Sr. Georce. But the polls that have been taken do not seem 
to show that. 

The Cuairnman. Do your associates have statements to make? 

Mr. Grorce. Mr. Dinan has about two paragraphs of a statement 
that he will make, and Mr. Whitehouse has a very short statement. 

The Cuarrman. Very well. 


STATEMENT OF EDWARD F. DINAN, IN BEHALF OF FASHION 
FROCKS, INC., CINCINNATI, OHIO 


Mr. Dinan. My name is Edward F. Dinan. I represent Fashion 
Frocks, Inc. We are dress manufacturers and we sell completely by 
mail, from Cincinnati. 

I would like to submit my statement and just high light it in recogni- 
tion of the shortage of time here. 

The CuarrmMan. Your statement will be included in the record. 

Mr. Drnan. Thank you, sir. 

(The statement referred to is as follows:) 


STATEMENT OF Epwarp F. Drnan, Represenrinc Fasnion Frocks, Inc., 
CINCINNATI, OHIO 


Mr. Chairman and gentlemen of the committee, my name is Edward F. Dinan. 
I appear in the interest of Fashion Frocks, Inc., of Cincinnati, Ohio, where I am 
engaged as director of sales promotion. 

We are manufacturing retailers, with plants at Cincinnati, Ohio, Hamilton, 
Ohio, and Greeneville, Tenn. Our product is women’s dresses, and our entire 
output is marketed through part-time representatives who call on consumers in 
their homes. 

All of our transactions with these representatives and our customers are handled 
through the United States mails, and we do business in all the 48 States. 

The postal rates which are the subject of these hearings are of important con- 
cern to our company and our customers. For the year 1950 our total postage bill 
for all services was $1,197,938, which was 11.2 percent of sales. Of this amount 
we recovered approximately $485,000 from our customers through the ec. o. d. 
arrangement on our orders. This total expenditure compares with $937,011, or 
8.1 percent of sales in 1948, which was the year previous to the last increase in 
postage rates. At the rate of increase proposed in bill H. R. 2982, we would have 
paid approximately $1,362,640 in the year of 1950. This is an increase of 13.7 
percent, and would have amounted to 12.7 percent of our sales. 

Our physical volume in the last 9 years has increased from 806,000 shipments 
per year to 1,951,000. This is an increase of 142 percent. Our total postage 
expenditure has increased in this period from $376,740 in 1941 to $1,197,938 in 
1950. This is an increase of 218 percent. In the same time our materials cost 
advanced only 143 percent and our labor cost advanced only 174 percent. 

No matter how confidently the Post Office Department presents its theoretical 
figures, we feel that we are a practical working example of the share which busi- 
nesses such as ours and the customers of such businesses have paid toward the 
cost of running the Post Office Department, and we are a practical example, too, 
of how disproportionately increases in postal rates actually affect such businesses 
and customers. 

Bill H. R. 2982 proposes, for instance, to obtain $7,461,000 more in c. o. d. 
revenue per year. The table of increases for this class of service, as shown in the 
bill, presumably should obtain this revenue on an equitable basis, according to 
cost from all users. If this table were in force in 1950, our company and our 
customers alone would have paid $68,230 more in c. o. d. fees. This is just a 
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whisker under 1 percent of the entire additional revenue to be raised. It would 
require only @ few more than a hundred companies like ours to pay the entire 
increase. 

Surely, by the broadest theory, the Post Office Department cannot deduce 
that our company and our customers account for approximately one one-hun- 
dredth of all the c. o. d. revenue collected each vear. 

If this table is supposed to demonstrate justice in cost proration and rate-making 
and if it is supposed to be consistent with the object of raising additional ec. o. d. 
revenue of $7,461,000, it widely misses the mark, and most probably it favors 
the Post Office Department. What the table really demonstrates is that the 
c. 0. d. service is to be priced on the basis of what the traffic will bear, and not 
on the actual cost of handling in particular brackets. It shows, too, that the 
element of mathematical chance can act in such an arrangement of figures to 
work an extreme injustice on certain groups of users. 

Clearly this table was not scaled on the basis of getting additional revenue 
from brackets of ce. o. d. users who are not paying their full share of actual cost 
now. ‘The range of rates either was concocted on the basis of mathematical con- 
venience, and let the burdens fall where they may, or it was developed with 
inadequate consideration by people who were not dedicated to doing the job 
scientifically. 

The most significant indication which this table gives to businesses like ours 
however, is that the authority for postal rate-making in any classification should 
not be placed with the Post Office Department. If the Department is put into 
the position where it must make the service self-sustaining at all times, and the 
Department is so desperate to make ends meet that it must arrange the rates by 
any strategy that will raise the money, some unfortunate people very probably 
will. be unduly and severely hurt. Final rate-making authority must remain 
with the Congress. 

But we don’t want to appear willing to settle for that alone. We feel that the 
special services never can be made self-sustaining without placing an excess of 
burden upon users who in reality may be paying even more for the particular use 
they are making of the service than it actually costs the Post Office Department 
to provide it. Actual cost figures are on our records as clear evidence of the 
exhorbitant share that businesses and customers like ours are now paying of 
ec. o. d. revenue. We respectfully ask the Congress to give sympathetic con- 
sideration to the plea that we be spared the burden of paying even more. 


THIRD-CLASS RATES 


We also ask your consideration of our position in the matter of third-class-rate 
increases. In the year 1950 we paid out 396,473 in third class postage for a group 
of mailings that we use as our initial contact in the recruitment of a large number 
of our representatives. At the suggested rate of increase we would have paid out 
$192,946 for this postage. This is an increase of 100 percent. When an increase 
of that magnitude is about to take place in a cost factor in any business it is ad- 
visable to bring the factor into the broad daylight and examine it from stem to 
stern. In our business an increase in the cost of third-class mail has even greater 
significnace, because third-class mail forms the investment basis of one of our vital 
business operations. 

The proposed increase in third-class rates would eliminate from possible use an 
important number of mailing lists now in use or which might be used in the future. 
On marginal lists which cost us $40 per thousand in the mail now, the cost would 
increase to $50 per thousand. On those lists for example, where the history of 
sales ratio might be $7 for each $1 per thousand of mailing invested, an increase 
of $10 in cost would in all probability make the lists unprofitable to use. A 
ratio of 7 for 1 is not uncommon on a large number of mailing lists being used 
today. It is simple arithmetic to determine that a $96,000 added mailing cost 
in this end of our business can cause us to forego using seed capital which could 
project into a million dollars’ worth of sales. The point to be emphasized here 
is that we are talking about a million or more dollars’ worth of sales that businesses 
like ours won’t get each time we must forego the investment of mailing list money 
because of a prohibitive third-class postage rate. Applied to all businesses like 
ours, the proposed increase will undoubtedly mean the loss of many millions of 
dollars’ worth of business and a consequent loss to the Government of many 
times more taxes than will be collected in added postage. Morever, the Post 
Office Department will lose the volume of mail and revenue from such mailings 
that are not used. 
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As qualified authorities have testified recently before the Interstate Commerce 
Commission and have also testified in previous hearings before this committee, 
the rates for postal service project themselves in our national economy in more 
complicated ways and to a much more important extent than can be apparent on 
the surface. Businesses like ours furnish but one example of the degree to which 
important sales volume is dependent upon reasonable postage rates. It would 
be impossible to measure the tremendous economic and social benefit which can 
be lost by permitting these rates to go higher. We respectfully ask the com- 
mittee to give these points weighty consideration in forming opinions on the 
pending postage bill. 

Thank you. 

Mr. Dinan. I wanted to point out that our physical volume in 
the last 9 years has increased from 806,000 shipments per year to 
1,951,000, which is an increase of 142 percent. Our total postage 
expenditures in this period increased from $376,740 in 1941 to $1,197,- 
938 in 1950. That is an increase of 218 percent. In the same time, 
our material costs advanced 143 percent and our labor costs advanced 
only 174 percent. 

We feel that we are a practical working example of the share which 
businesses such as ours and the customers of such businesses have 
paid toward the cost of running the Post Office Department. We 
are a practical example, too, of how disproportionately increases in 
postal rates actually affect such businesses and customers. 

The bill is proposed to obtain $7,461,000 more in c. o. d. revenue. 
The table of increases for this class of service, as shown in the bill, 
presumably should obtain this revenue on an equitable basis, accord- 
ing to cost, from all users. If this table were in force in 1950, our 
company and our customers would have paid $68,230 more in ec. o. d. 
fees. 

Mr. Rexs. What was the total amount they paid for the merchan- 
dise? You say they paid $68,230 more. What was the entire amount 
they paid for merchandise? 

Mr. Dinan. About $13 million. 

The CuarrMan. Do you operate any retail stores? 

Mr. Dinan. No, sir. 

The Cuarrman. All your business is done through the mails, is that 
correct? 

Mr. Dinan. All our business is done through the mails; yes, sir. 

The CuarrmMan. What is the average percentage of your shipments 
by c. 0. d.? 

Mr. Dinan. About 85 percent, 90 percent; 85 to 90. 

The CHarrMAn. What is the average value of each c. 0. d. shipment? 

Mr. Dinan. About $7.75. 

What I want to emphasize is that this just a whisker under | percent 
of the entire additional revenue to be raised. It would require only 
a few more than a hundred companies like ours to pay the entire 
increase. Surely, by the broadest theory, the Post Office Depart- 
ment cannot deduce that our company and our customers account for 
approximately 1 percent of all the c. o. d. revenue collected in each 
year. 

The Cuarrman. Your company is doing pretty well financially, 
judging from those figures you gave. 

Mr. Dinan. Oh, yes. I think that is permissible. 

The Cuarrman. Yes. We do not object to that at all. We do not 
object as long as you pay your fair share of the cost of doing business 


through the mails. 
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Mr. Drnan. Well, yes. When that is determined, I think we will 
be glad to do that. 

If this table is supposed to demonstrate justice in cost proration and 
rate-making and if it is supposed to be consistent with the object of 
raising additional c. 0. d. revenue of $7,461,000, we think it widely 
misses the mark. We think it demonstrates that c. 0. d. service is to 
be priced on the basis of what the traffic will bear and not on the actual 
cost of handling in particular brackets. It shows, too, the element of 
mathematical chance that can act in such an arrangement of figures 
so as to work an extreme injustice on certain groups of users. 

The most significant indication which this table gives to businesses 
like ours, however, is that the authority for postal rate-making in any 
classification should not be placed with the Post Office Department. 
If the Department is to be put into the position where it must make 
the service selfsustaining at all times and the Department is so 
desperate to make ends meet that it must arrange the rates by any 
strategy that will raise the money, some unfortunate people very 
probably will be unduly and severely hurt. 

Mr. Rees. Who are they? 

Mr. Dinan. Our customers, for instance. 

But we do not want to appear to be willing to settle for that. We 
feel the special services never can be made self-sustaining without plac- 
ing an excessive burden upon users who, in reality, may be paying 
even more for the particular use they are making of the service than 
it actually costs the Post Office Department to provide it. Actual 
cost figures are on our records as clear evidence of the exorbitant share 
that businesses and customers like ours are now paying, of c. o. d. 
revenue. 

On third-class rates we ask your consideration because in the year 
1950 we paid $96,473 in third-class postage for one group of mailings 
that we used in our initial contract for the recruitment of repre- 
sentatives, 

The Cuarrman. Of course, you do all your advertising through 
the mails, do you not? 

Mr. Dinan. Yes, sir. 

The Cuatrman. Do you make any use of radio or newspaper 
advertising? 

Mr. Dinan. We have a large magazine advertising appropriation 
and some television. But this is one segment of the direct mail work 
we do. It is not all of it. 

But at the increase suggested, we would have paid $192,946. This 
is an increase of 100 percent over what we actually paid. 

I want to give you a demonstration of what happens in a thing of 
this kind. You talk about $10 per thousand on increase in postage. 
When we buy marginal lists, which costs us $40 a thousand in the 
mail now, that includes printing and what we pay for the names and 
what we pay for postage. The cost would be increased to $50 a 
thousand if this suggested increase were put in. On those lists where, 
for example, the history of sales ratio might be $7 for a dollar per 
thousand of mailings invested, an increase of $10 in costs would in all 
probability make the lists unprofitable to use. 

Now, that is not an empty statement; I really mean that. When 
you are getting together your mail campaign, which is really the 
investment basis for this kind of business, and it is going to cost you 
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$10 per thousand to make mailings, $10 more per thousand can cause 
you not to make them because your return is very slight. 

The CuartrMan. Do you buy these lists of names from name brokers 
all over the country? 

Mr. Dinan. That is right. 

I want to emphasize that because very often statements like this 
sound mighty empty. But I want to assure you they are absolutely 
true; that a $10 increase in the cost of a thousand names per mailing 
could cause us not to invest not only that money but all the money 
we would spend to go after those sales. And, if we were prevented 
from spending $50,000 because of that condition, in the next year it 
could very well be projected into not obtaining a million or more 
dollars’ worth of sales. That condition is multiplied by businesses 
similar to ours throughout the country, of which there are many. 

That completes my statement, and | thank you very much. 

Mr. Gross. Mr. Chairman. 

The CHarrMan. Mr. Gross. 

Mr. Gross. Have you found in the past year improvement or 
deterioration in mail service? 

Mr. Dinan. A deterioration. That is spasmodic, however. 

Mr. Minter. Mr. Chairman. 

The CHarrman. Mr. Miller. 

Mr. Mixier. Have you ever heard of the Hoover Commission? 

Mr. Dinan. Yes, sir. 

Mr. Mitier. Do you subscribe to the findings of the Hoover 
Commission? 

Mr. Dinan. I do. 

Mr. Mitier. Do you realize that one of the findings of the Hoover 
Commission was that these special services be made to pay their own 
way? 

Mr. Dinan. I do not object to that. If it is done on an equitable 
basis, that is all right. 

I do not think the proposal in the present bill is equitable, by any 
means, if we are an example of the share that a company like ours is to 
pay. I am not talking theory; I am talking practical working ex- 
amples. If it can be determined scientifically, without a reasonable 
doubt among intelligent men, that a rate should be changed here or 
there and that it is an impartial share for us to pay and everybody else 
pays his share, I do not think that we would object to it. But I think 
that must be first determined. 

The CuarrmMan. We will hear your next witness, Mr. George. 

Mr. Haagen. I would just like to take a minute here, Mr. Chairman. 

The Cuarrman. All right. 

Mr. Hagen. Mr. George, your increases are, of course, in both 

.o. d. and third class; is that correct? 

Mr. Grorae. Yes. 

Mr. Hacen. Of course, a hundred-percent increase would have a 
terrific impact on your business as well as any other business if it 
were put into effect in a matter of just a short time; is that not a fact? 

Mr. GeorGe. That is right. 

Mr. Hagen. In my opinion, it is necessary to make some moderate 
increase in those rates and most of the rates generally. However, if 
that is done—and apparently it will be done by this committee and 
you have to face the facts—would it be more possible for you to adjust 
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our pattern of business and your program and methods of doing 

usiness and have a better opportunity of staying in business if those 
increased rates, whatever they may be, whether 20 percent or 40 per- 
cent or 50 percent, are effective, say, 6 months, or a year after the 
passage of the bill; or could you handle it just as well if they were to 
become effective immediately? 

Mr. GeorGe. I mentioned the impact of pyramiding of such a 
situation, where we have steep raises in several classes, where the 
chance is that it will occur in parcel post. You understand that is a 
terrific shock. That is the worst way that rates could be raised. If 
it was not across the board, the psychological effect on consumers and 
on everybody else would be terrific. 

Mr. Hacen. You would have to raise your prices to your consumers 
to some dgreee if this increase were to go into effect; would you not? 

Mr. Georae. I am not an industry man; I do not know. If you 
ask Mr. Dinan, he can tell you about that, I believe. 

Mr. Dinan. What is the question? 

Mr. Hagen. Would you have to increase your prices to consumers 
throughout the country if the increased rates were to go into effect? 

Mr. Dinan. No; but the consumer ultimately would pay it anyway. 
The price of our item would stay the same, but when the c. o. d. is 
applied and the customer pays it, she would pay 5 cents more, or 
whatever it is. 

Mr. Hacen. How about third-class mail? 

Mr. Dinan. On third-class mail we would absorb that. 

Mr. Hacen. So the customer would not have to pay any increasea 
costs for his material if the rates went into effect; is that right? 

Mr. Dinan. I do not see any way that would be projected, except 
that we would not go after such marginal business. 

Mr. Hacen. But do you think there would be a better chance to 
absorb or handle the increased rate, whatever it might be, if it were 
deferred to 6 months or 12 months beyond the date of enactment of 
the law? In other words, say that we set it up for January 1 of next 
year. 

Mr. Dinan. It would be merely a matter of convenience in delaying 
an increased cost. As a general business philosophy of benefit or 
damage, I do not think it has any significance, sir. 

Mr. Hagen. Do you think your companies would all go broke or 
bankrupt if these rates were put into effect? 

Mr. Dinan. I do not think our company would be severely hurt, 
but there are many companies who are not as fortunate as we are in 
volume, and I think it is very clear that they would. 

Mr. Hacen. But if the rates were more moderate, say, 20, 30, or 
40 percent, there would be a better opportunity for more firms to get 
along and stay in business; would there not? 

Mr. Dinan. The lower your raises are, I think the more chance 
more people would have. 

Mr. Hacen. Could you absorb any increase in third-class rates 
and get by? 

I am asking you now as a practical man, because I am satisfied this 
committee is going to raise the rates. I want to get at a fair figure, 
20 percent or 30 or 50 percent, not a 100-percent increase. am 
opposed to an increase of 100 percent. 
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Mr. Dinan. May we picture it this way, sir: When you talk about 
increasing our mailing costs $10 per thousand, that is not all the money 
we are talking about, so far as we are concerned. We are talking 
about sales. 

The CHarrMan. We will have to proceed to the next witness. 
All right, sir, will you make your statement now? 


STATEMENT OF L. B. WHITEHOUSE, VICE PRESIDENT, MORTON 
MANUFACTURING CORP., LYNCHBURG, VA. 


Mr. Wurrenouse. Mr. Chairman, my name is L. B. Whitehouse. 
I am vice president of the Morton Manufacturing Corp., of Lynch- 
burg, Va. 

In view of the fact that the moment of discontinuing this hearing 
has arrived, and rather than take up the time of the committee, I 
submit my statement for the record. 

The CuarrMan. Your statement will be included in the record. 

Mr. Wuirenouse. Thank you, sir. 

(The statement referred to is as follows:) 


STaTeEMENT OF L. B. Wuirenousek, Vic—E PresipeEnt, MorTON MANUFACTURING 
Corp., Lyncusure, Va. 


Mr. Chairman, and members of the committee, my name is L. B. Whitehouse. 
I am vice president of Morton Manufacturing Corp., Lynchburg, Va. 

We have been engaged for more than 30 years in the manufacture and distribu- 
tion of toilet preparations, food specialties, flavorings, household products, and 
simple medicinal products for home use. 

We trade under three sales divisions: Namely, Blair of Virginia, Chap Stick 
Co., and Snow White products Co. 

Products of Blair of Virginia are distributed in 35 States through independent 
dealers who sell direct to the consumer, under what is known as direct or house- 
to-house selling. Chap Stick, a product for chapped lips, Chap-ans, a hand cream 
especially prepared for men, and Sofair, a specialty for women to use in shaving 
with a razor, are products of the Chap Stick Co., sold Nation-wide through the 
wholesale and retail drug trade. Snow White products are designed to serve the 
needs of a special group of users and are sold through the wholesale and retail 
trade, syndicate and specialty stores. 

Sales of our products are predominantly promoted through the use of the postal 
services. 

In appearing before you today, I feel that I am representing that very large 
and important segment of our national economic structure known as ‘“‘small busi- 
ness,’’ which, perhaps more than any other, holds within itself the establishing, 
maintenance, and preservation of the great American system of personal initiative 
and free enterprise. 

In reviewing the postal-rate-readjustment bills now before Congress, we feel 
that the great principle of ‘‘equal rights to all with special privileges to none”’ is 
being violated. 

The impact upon any business that must subsist upon use of the postal services 
is severe when confronted with an increase of 100 percent in the cost of postal 
cards, an increase that doubles the minimum per piece of third-class mail, along 
with substantial increases in other classes. However severe these increases may 
be, we are becoming accustomed to such impacts in this day and time, and we 
take our place with others to meet them. 

We are willing to accept reasonable and just increases in the effort to overcome 
some of the existing postal deficit, after first permitting a proper charge for certain 
offices and services representing public-welfare functions Fonte cost should be 
distributed to all taxpayers and should not be paid for fully by users of the mail) 
and after the introduction of improved and up-to-date methods of operation of 
the postal system. 

We are not willing, however, to accept the discriminatory, inequitable, and 
unjust postal-rate legislation now proposed. 
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Round after round of postal-rate increases have already been imposed upon 
other classes while only token increases are just now proposed upon the users of 
second-class mail. The near-free distribution of printed educational matter to 
the people through newspapers and magazines can no longer be justified as a 
public-welfare function. Today second-class mail is largely the distribution of 
advertising matter for private business under Government subsidy. Members 
of your committee are thoroughly familiar with current publications which are 
largely composed of advertising, with a sprinkling of reading matter here and 
there. 

In his recent special message to Congress on postal rates, the President of the 
United States said: 

““The excessive subsidies for newspapers and magazines are not only wrong; 
they are seriously inequitable. Second-class postage rates are close to the aver- 
age level of 1879, when this class of mail was first established.”’ 

Mailers of newspapers and magazines are today enjoying 1925 rates, and in 
the pending bill they are asked to pay only 10 percent of their $200,000,000 
deficit this year. This $20,000,000 increase is in comparison with $141,571,000 
that the users of postal cards, third-class mail, and the special services are now 
being asked to pay, plus $145,000,000 of increases these same mailers paid 
in 1949 and 1950. We submit that such figures are in flagrant violation of the 
principles of fairness and equity. 

In conclusion, we respectfully submit the following: 

(1) That a charge for certain offices and services representing public-welfare 
functions is proper, and that this cost should not be fully paid for by users of 
the mail. 

(2) That the economies recommended by the Hoover Commission be made 
effective to the fullest extent possible. 

(3) That the high increases proposed for third class and the special services, 
as compared with the low increases proposed for second class, are discriminatory, 
unfair, and inequitable. 


The Cuairman. Thank you very much, gentlemen. 

We have one other witness from out of the city, Mr. Edward 
Perlstein, of the Lee Letter Service, of New York City. 

Mr. Perlstein. 


STATEMENT OF EDWARD PERLSTEIN, ON BEHALF OF LEE LETTER 
SERVICE, NEW YORK, N. Y. 


Mr. Perustrern. Mr. Chairman and members of the committee, I 
am going to be brief because time is short. 

I do not represent any group or any association. I represent 
myself and my company, the Lee Letter Service, which has been 
engaged in the direct-mail-advertising business for the past 21 years. 
I am grateful to be here. I have no ax to grind, because any rate 
increase that you are going to propose in your bill will be passed on 
to our clients. But I do feel very deeply about third class. 

The CuarrMan. How old is your business, the Lee Letter Service? 

Mr. Pertsrern. Twenty-one years, sir. 

The CHatrMan. What is the general nature of the business? 

Mr. Perusrein. We create and produce and mail direct-mail 
advertising, or advertising that is put into the mails. 

The CuarrmMan. Do you have certain concerns that are your clients 
and you promote that business through the mails; is that it? 

Mr. Perustern. We write the copy, we have the art work, we 
have the printing machines for producing it. We have the Addresso- 
graph machines for addressing it automatically, and we have the 
mailing machines for mailing it—postage meters. 

The CuarrMan. Are all your clients located in New York City? 

Mr. Perustern. Most of them are located in New York City, sir. 

The CuarrMan. All right. 
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Mr. Pertstern. I would like you to take a look at third class for 
a moment. Under that classification, we have to print an envelope 
with the classification number on it, pay a permanent rate. Then 
we have to sort it according to city and State, bundle it and label 
it, and then truck it to the post office. 

Mr. Rees. You do not object to doing that, do you? 

Mr. Perusrern. No, sir. 

The cost at the present market rate is about $5 per thousand to 
do that operation. This proposed bill, in which you propose to 
increase the rate of third class from 1 cent to 2 cents, would bring 
the cost up to two and a half cents per piece. For another half cent, 
gentlemen, we might as well mail it first class. Thus, as I see it, 
the revenue from third class will be immeasurably reduced. 

Let us take a look at first-class mail. In first-class mail we do not 
have to pay for any permit. We do not have to sort or bundle it 
or deliver it to the weighing section. We can mail it at any substation. 
I think it advisable to take into consideration, where 9 billion pieces 
of direct mail are now put through the post office of the United States, 
what would happen if a good portion of this went over to first-class 
mail. 

The Cuairman. How many individual pieces do you put through 
the mail? 

Mr. Perustrern. In what period of time, sir? 

The CHarrmMan. Over a year. You just mentioned a year. 

Mr. Perustern. The capacity of our shop is about 150,000 per 
week. So you could figure it out from that. 

Mr. Rees. How much do you pay the Government per week for 
handling that number of pieces of mail for you—150,000? 

Mr. Perusrern. May I say this, Mr. Rees. 

Mr. Rees. Well, you do know the answer; do you not? 

Mr. Perustrern. I know the answer. 

Mr. Ress. What is the answer? 

Mr. Prerustrein. The Government does not pay me for that. 

Mr. Rees. Just answer my question now. You mentioned the 
figure of 150,000 mailings per week. How much does your company 
pay in postage for putting that through the mails? 

Mr. Perustrern. $1,500 a week, at $10 a thousand. 

Mr. Rees. Thank you. 

The CuHarrMan. You do not use first-class mail for advertising 
purposes, do you? 

Mr. Perustetn. In some cases, yes; but very small quantities go 
through as first-class mail. 

Mr. Mituer. I think I can answer his question as to what it would 
mean if those 9 billion pieces of mail were put into first-class mail. 

Mr. Perustern. Yes. 

Mr. Miuier. It would mean a profit of $36,000,000 a year to the 
Post Office Department, which would go a little way toward wiping 
out the deficit, because we would not have the losses sustained now. 

Mr. Perustrern. I say to you, sir, with complete honesty, that I 
think we would be back here next year for another bill to increase 
first-class mail, because your costs would be tremendously increased 
because the Post Office would have to do all that work which we are 
now doing in third class. 

Let me proceed with my argument, sir. 
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The CuarrMan. Yes, sir. 

Mr. Perustrern. There is no question but that direct mail will be 
reduced in its usage if this bill is reported out as it now stands, because 
most of third class has been built around small business. Most small 
business has been built up by direct mail. As a matter of fact, 
gentlemen, I know for a fact that direct mail plays a very important 
part, a vitally important part, in the operation of both small and large 
businesses. Any increase that you will propose will not be paid by me 
or my clients; it will definitely be passed on to the consuming public. 

Mr. Ress. Is not that what you do in all increased costs, whatever 
they are? 

Mr. Perustein. That is true, sir. 

Mr. Rees. Are you not paying your employees more money than 
you paid them a year ago or 2 years ago? 

Mr. Perustern. That is very true, sir. 

Mr. Rees. Or 5 vears ago. And are you not paying more for your 
paper and all other things that you use? 

Mr. Pertsrer. Sure. But I think any increase in the postal rates 
is only helping that particular situation even more so. 

Mr. Rees. I do not understand you. 

Let me put it this way: You do not want the Government to 
subsidize your business, do you? 

Mr. Perustrern. No. 

Mr. Rees. You certainly want to pay your own way, do you not? 

Mr. Peruster. I do, sir. But I want to say this, too, that the 
post office was originally established as a service. 

Mr. Ress. You do not mean the service that you are talking about, 
do you? 

Mr. Perustern. No; not my service. But I mean a means of 
communication for the citizens, so that they can have a free intercourse 
of commerce, for their benefit and for their profit. 

I do say that the post office was established first as a service but, as 
the years went on, by habit it was established that the post office 
should be a self-sustaining business. Let us put it that way. I say 
to you with sincerity that Congress has a right to say, not I, whether 
the post office shall be a service or a business. 

Mr. Mitier. But Congress has never said that. 

Mr. Perustern. True; but it is for Congress to say that. But 
when it does say that—and it should say that—then it is time that 
you bring in an outside source to examine the post office so that you 
can operate efficiently at a reduced cost. 

Mr. Miuuer. If you would like my observation on that, I would say 
to you and to these other gentlemen here that, if I were engaged in a 
business in which the post office played an important part, as it does 
in your business or in the magazine business or any of these businesses, 
I think that instead of going on this assumption that Congress has 
said something I would, through my trade organizations, very defi- 
nitely be in here saying to Congress, ‘Define our position before law 
so we will know where we stand.” 

People come in here and make this same plea that Congress said the 
post office was established for this and that. There is nothing in law 
that says the post office was established to do these things. I have 
sat here, as have the rest of these gentlemen now, for three sessions of 
Congress, and we have heard the people vitally concerned, whose very 
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businesses, like your own, are tied up in this thing, come in here and 
make those statements. You are skating on very thin ice and you 
can be wiped out overnight. 

I am not talking to you personally now; I am talking to people of 
all classes who use the mail for business. The quicker they get in 
and define by law what their rights are under law, the safer they are 
going to be. Not until that time are you ever going to get to first 
base, in spite of all the assumptions that you may make, and you come 
in and ery that ‘This is not right and that is not right.” 

I am just giving you that as an observation. I do not care what 
you do about it. 1 certainly have no money invested in the mail-order 
business. 

Mr. Perusrer. I understand. 

Do you want our association to come in and ask Congress to define 
its relationship to the post office, or the relationship of the post office 
to our association? 

Mr. Mixxer. To get some definition that is not there at all, as to 
the use of the mails in the interests of the economy of the country. 

Mr. Perusrern. But I am willing to go on with your theory that the 
Post Office should be a self-sustaining business. I have no argument 
with that, sir. 

Mr. Miuuer. I know you have not. 

Mr. Perustern. But I say, if it is going to be a self-sustaining 
business, let us run it like an efficient business. Let us bring in an 
outside source and examine it and see whether third class is paying for 
itself and see whether first class is paying for itself. 

The CHairman. Do you think it is fair for this advertising mail to 
pay only | cent when first-class mail is paying 3 cents? 

Mr. Perustein. Certainly, sir, because they are rendering a service 
to the post office. The post office does not have to do anything with 
that mail except ship it on to its destination, sir. Why should they 
have to pay more under that basis? 

Mr. Mituer. But wait a minute. Are you not getting this mail on 
this extremely cheap rate because you perform part of those services? 
That is the consideration in there. 

Then you talk about this thing going up, and that you will have to 
go to first-class mail. The Post Office Department should be very 
happy to have you go to the 3-cent mail. We welcome it. 

Mr. Perlstein, a major part of the third class was represented 
here this morning. You have seen me working at this book (point- 
ing) I have here. I have been comparing their testimony of past 
years, and they come in here singing the same song, making the 
same charges. 

Now, remember, I am not talking to you personally. 

Mr. Perustrern. I understand that, sir. 

Mr. Mixer. I think you have done a good thing to come down here 
and defend your own business. What I am trying to do is give you a 
little tip. 

We sit here year after year and hear the same song in the same way,. 
without one constructive suggestion ever being made. I am just 
giving you a constructive suggestion and a very pertinent one, if you 
are quick enough to pick it up. 

Mr. Perustern. I have come here for another reason, sir. 
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Mr. Mitter. Wait a minute. I do not want to abolish third-class 
mail. I think it has a very definite place in the picture. I was just 
trying to show you how in picking an argument out of the air you just 
lay yourself wide open to a situation, and you do not make any 
progress. 

Mr. Pertstrern. I have been talking to a lot of people back in 
New York. You may think it is skating on thin ice. I speak to my 
clients, and every one of them has expressed an opinion. These 
things I put in here in my statement are not all my own; these come 
from conversations with my clients. 

The Cuarrman. What kind of merchandise do your clients sell, 
principally? 

Mr. Perustern. They sell services and products, of course. Some 
of the companies | represent are publishers, sir, who sell magazines 
and books by mail order. 

Mr. Miiuer. They sell anything. 

Mr. Perustern. We have some companies that sell products like 
cameras and various other commodities. I could mention a thousand 
that we handle. We handle almost any type of accounts there, and 
I have been close to this third-class thing now for 21 years. 

Mr. Hacen. I presume your statement will be filed for the record? 

Mr. PerusteIn. Yes. 

(The statement referred to is as follows:) 


STATEMENT BY EDWARD PERLSTEIN, PRESIDENT OF LEE LETTER SERVICE AND 
Lee Orrset, Inc., New York City 


Mr. Chairman and members of the committee, I speak here in behalf of myself 
and my company which has engaged in the business of direct mail for the past 
21 years. I do not represent any association or group. 

I appreciate this opportunity to appear before this committee in order that I 
may present certain facts which I feel will help this committee make wise decisions 
in the preparation of this proposed bill. I should also like this committee to know 
that I have no axe to grind personally because any increase that you may propose 
will be paid for by my clients who are the users of the mails in the furthering of 
their businesses. 

Let’s take a close look at the third-class rate. 

Under this classification the mailer is required to obtain and pay for a permit, 
affix stamps, zone, bundle according to postal regulations and deliver it to the 
weighing section of the post office for which he pays at ‘the rate of 1 cent per mail- 
ing piece. It is now proposed that this rate be increased to 2 cents or an increase 
of 100 percent. The user of third class is, therefore, asked to pay twice as much 
for the services he is rendering to the post office. 

The cost of doing the zoning and bundling operation and delivery to the Post 
Office is about $5 per thousand or one half cent per mailing piece. Assuming 
that you would increase the rate to 2 cents the cost to the mailer would be 24% 
cents per piece. For one half cent more it would therefore pay the mailer to use 
first class at 3 cents per piece. The result would be that the revenue of third 
class would be hensienmebhe reduced and the cost of Ist class in the handling at 
the post office would be greatly increased. Such a situation would strike a 
mortal blow at direct mail through the curtailment of third-class mail. Direct 
mail for the small-business man would be too expensive. The large companies 
will be able to carry on, but they too would also reduce the amount of direct 
mail that they would normally use. 

As a matter of fact one of the large users of direct mail in New York has told 
me that if the rate of third class was raised to 2 cents, that it would now pay 
them to indulge in house-to-house distribution instead of using the mails. his 
company uses millions of pieces. 

Direct mail has been responsible for building up profitable operations for many 
small industries, who I believe would suffer greatly if direct mail was effected by 
this bill. I refer to the printers, lithographers, typographers, ribbon and carbon 
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manufacturers and miscellaneous stationery products. These industries manu- 
facture services and products which are used by direct mail. 

When the post office was first established it was operated as a service by Gov- 
ernment to promote the welfare and aid the prosperity of its citizens. It was 
established as a service to permit better communications between its citizens so 
that their relationships may be advanced. As the years have gone by it seems 
that the Government has lost sight of the fact that our postal system was estab- 
lished as a service and now looks upon it as a business enterprise that must sustain 
itself. If this be so, then it is about time that an outside source be brought in to 
examine the operations of the post office and organize it on a basis where it can 
run most efficiently at the lowest possible cost. 

Congress has the power to levy and collect taxes, but the power to tax carries 
with it the power to destroy in whole or in part. These words of wisdom were 
uttered by the first Chief Justice of the United States Supreme Court, John Mar- 
shall, which have shined down through the years like a beacon guiding every 
Congress to act wisely and prudently in the promulgation of any tax bill. Today 
those same words reflect on the wall of time before you, so that vou too will pro- 
pose a bill that will not destroy in whole or in part the direct mail industry. Let- 
ters have been the lifeblood of the Nation and the post office has been the artery 
through which this lifeblood flows. And direct mail through third class is its red 
corpuscles which has given vibrant life to many individuals and business organiza- 
tions both small and large and who have built their business with direct mail as a 
vital functional part of their operation. This must be taken into account and 
assessed fully before you make any recommendations. 


Mr. Haacen. I wanted to ask you a question. 

Mr. Pertstern. I only want to finish my statement. 

Mr. Hagen. All right, go ahead. 

Mr. Perusrern. I would like to say this with all sincerity. I know 
this will happen, sir. 

Your bill calls for a hundred percent increase. If you do that, the 
increase to the ultimate consumer will be more than a hundred per- 
cent; have no fear of that. That is because from the advertiser to the 
manufacturer, by the time it gets to the consumer it is going to be 200 
percent, a hidden increase. 

I think you would do well, gentlemen, to hold the line in this 
particular inflation struggle we are going through now. It is true 
that we are paying more for paper and paying more for things, but I 
do not think Congress should be the one to throw a little more paying 
into this inflation. 

Mr. Rees. Would you charge it to the taxpayer if it does not come 
out even? 

Mr. Pertstrer. Sir, I have been in this thing long enough and I 
think you ought to raise first class. 

Mr. Rees. How much? 

Mr. Perustern. To 4 cents. 

And if you raise the penny postcard a half cent, that is used tremen- 
dously by business. 

Mr. Miuier. You go and read the record. 

Mr. Perusterin. I know what you are saying: Take care of busi- 
ness but do not soak the public. That is what you are saying. 

Mr. Miuuer. No. 

Mr. Perusrein. The truth of the matter is that you are going to 
increase the rates to the public anyway if you are going to increase 
the third class. 

Mr. Mituer. Did you say that no one would complain if we raised 
the penny post card? 

Mr. Perusrein. Mrs. St. George stated a poll was taken and that 
people said they would have no objection to raising the postal rates. 
You just heard her say that before. 
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Mr. Mixer. That is a poll in lowa. But I think you will find a 
lot of people would object to raising the penny post card, and I am 
for it. 

Mr. Perustern. I am for it, too, sir. 

And I feel, very frankly, that the people in direct mail, whom I 
represent, are very sincere. If they were able to take an increase on 
the third-class rate they would be willing to come forward and do so. 
But I tell you that any third-class increase will not be paid by them. 
It will be paid by the public. 

Mr. Hagen. Mr. Chairman. 

The Cuarrman, Mr. Hagen. 

Mr. Hacen. These polls that you mentioned are usually worded in 
this fashion: “Do you approve of an increase in postal rates?’ Most 
people will say ‘‘yes”’ to that. But if you would ask it this way: ‘‘Do 
you approve of a hundred percent increase in postal rates?’ you would 
find a great majority of the people opposed to that. 

Mr, Perusrern. | see 

Mr. Hagen. But I think the people are willing to agree to an 
increased rate in certain cases. However, they are more generally 
willing to pay for the deficit or any need of increases through the 
method of taxation which they are paying now, as far as your ‘deficit 
is concerned. 

And is it not a fact that they will pay the increases anyway? All 
the increases are placed upon the consumer eventually anyway by the 
people who now use the mails in business and otherwise; is not that a 
fact? Would not the consumer eventually pay the increase anyway? 

Mr. Perustern. Yes. There is no doubt about it. 

Mr. Haaen. Is it not a fact that many small independent businesses 
use third-class mail a great deal? 

Mr. Perustein. It is a very important part of their business. 

Mr. Hagen. And you yourself do a good part of the work for the 
Post Office Department in handling suck mail, do you not? 

Mr. Perusrern. Yes. We do the entire operation. Asa matter of 
fact, we truck it to their weighing section. We pay for a permit and 
we pay for the entire operation. All they have to do is to send it on 
1ts way. 

The Cuarrman. We have now had the second quorum call and we 
will have to adjourn. 

Mr. Miter. Mr. Chairman. 

The CuairnmMan. Mr. Miller. 

Mr. Mixuer. Mr. Chairman, I have before me the Monthly Letter 
on Economic Conditions in Government Finances for April 1951, 
published by the National City Bank of New York. On page 44 of 
that letter, in a table headed “ Net Income of the Leading Corporations 
for the Years 1949-50,’ there is an item entitled “Printing and 
Publishing,” showing that the reported net income, after taxes, for 
the firms reported in 1949 was $37,735,00 and the reported net income, 
after taxes, for these firms for 1950 was $40,207,000; that the book 
net assets, as of January 1, 1949, for these firms was $257,257,000 
and the book net assets on January 1, 1950, had increased to $266,- 
351,000; that the percentage of return on net assets for 1949 was 
14.7 percent and in 1950, 15.1 percent; that the national average for 
all of the industrial groups reported was 13.3 percent; which shows 
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that the printing and publishing industry is in a favorable financial 
condition today. 

The CuarrMan. Very well, sir. 

I have also statements from the Farm Bureau Spokesman and the 
National League of District Postmasters. 

(The letters referred to are as follows:) 

Farm Bureau SpokEesMAN, 
Grundy Center, Iowa, March 21, 1951. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Murray aNnp Mempers oF Your Commirrer: Two years ago I 
had the privilege of appearing before your committee and at that time presented 
a suggested increase in second class rates which I believe still has considerable 
merit. The suggestion may be found on page 195 of volume I of H. R. 2945 
and is as follows: 
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You will note how this schedule would simplify figuring of second-class postage. 
The zone would indicate the rate—third zone, 3 cents, ete. 

I believe this should be the ultimate goal of second-class rates and should not 
be put into effect all at once. If this suggested rate was set up as goal to be 
reached in 3 years with gradual increases in the intermediate years, I believe you 
would find publishers generally receptive to the plan, and this would give them 
time to make the necessary adjustments and a chance to hunt for additional 
revenue to offset the increase. 

My deep thanks go to you, Mr. Murray, and the members of your committee, 
especially my own representative, Mr. H. R. Gross, for the opportunity to again 
present my views on second-class rates. With skyrocketing production costs, 
every publisher is greatly concerned about a heavy increase in second-class 
postage, but I am sure we will receive fair consideration from your committee. 

Respectfully, 
Farm Bureau SPOKESMAN, 
Raupo W. AnvERSON, Publisher. 


NATIONAL LEAGUE OF 
District PosSTMASTERS OF THE UNITED STATES, 
Washington, D. C., April 6, 1951. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D. C. 

DEAR CONGRESSMAN Morray: Our organization, representing postmasters of 
the second, third and fourth classes, numbering approximately 93 percent of all 
postmasters, wishes to be recorded as favoring postal-rate increases as provided 
in H. R. 2982 now before your committee for consideration. 

A resolution to this effect was unanimously adopted by our forty-seventh an- 
nual convention which met in Denver, Colo., October 19, 1950. 

We realize that your committee will have many witnesses for and against the 
above measure and we take this method of endorsing the increases proposed by 
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Postmaster General Donaldson and sincerely hope that the committee will give 
favorable consideration to its early enactment. 
Very truly yours, 
E. A. MEEKs, 
National Secretary. 


The CuatrmMan. Do you have anything further, Mr. Perlstein? 

Mr. Prerustern. No, sir. 

The CuarrMan. Thank you very much. 

Mr. Perustrern. Thank you very much, Mr. Chairman. 

The CHarrRMAN. The committee will stand adjourned until 10 
o'clock tomorrow morning. 

(Whereupon, at 11:20 a. m., a recess was taken until 10 a. m. Wed- 
nesday, April 11, 1951.) 
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WEDNESDAY, APRIL 11, 1951 


House OF REPRESENTATIVES, 
ComMITTEr ON Post Orrick AND CrviL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHarrMan. The committee will be in order. 

We start our hearings promptly this morning at 10 o’clock in view 
of the fact that the House meets at 11 o’clock, and it will be necessary 
for the committee to adjourn soon after Congress convenes. Several 
witnesses are scheduled for today, and the committee wishes to give 
them an ample opportunity to be heard. We did not know that the 
House was going to meet at 11 o’clock today or 11 o’clock yesterday. 
For that reason, the committee’s time was cut short an hour yesterday 
and also will be reduced an hour today. 

Therefore, if the witnesses here this morning do not have a full 
opportunity to express their views, then we will arrange for you to 
come back at a later date, probably one day next week, if you so 


desire. If you do not desire to come back later, then you can file a 
statement for the record if you are not able to make a full or detailed 
explanation in connection with your statement. 

The first witness this morning is Mr. Paul Stark, vice president, 
Stark Bros. Nurseries, Louisiana, Mo. 


STATEMENT OF PAUL STARK, VICE PRESIDENT, STARK BROS. 
NURSERIES, LOUISIANA, MO. 


Mr. Karsten. Mr. Chairman, before the witness begins, I would 
like to say that he operates the Stark Nurseries in the fair State of 
Missouri. The Stark Nurseries are perhaps one of the largest and 
perhaps one of the oldest in the country. I would like to hear very 
much this morning Mr. Stark’s presentation. 

The Cuarrman. I have had the pleasure of visiting the Stark 
Bros. Nurseries. Three or four years ago I went to the Bowling Green 
dedication of a new post office there, and en route I stopped at the 
nursery. 

Mr. Karsten. They have a fine place, and have pioneered many 
excellent agricultural items along with the Burbank people, and they 
are perhaps most noted and famous for their Stark apples. 

The Cuarrman. Their fruit trees are well known in our area of 
Tennessee. 

Proceed, Mr. Stark. 

Mr. Stark. I know you have a short time; so I will be as brief as 
I can, gentlemen. 
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The Stark Nurseries have been in business for 135 years and have 
been furnishing food-producing plants and other nursery stock to 
farmers and home owners throughout the country. During this 
period, particularly the last 60 years, our company has used the United 
States mails extensively to build up our business of selling and servicing 
customers, particularly small farmers and home owners in small towns. 
We use the mails heavily in our circular and catalog mailings. We also 
use third-class mails widely in securing part-time salesmen who operate 
in the localities to sell, assist, and advise home owners on the proper 
planting and care of our products and improvement of their home- 
steads. We regularly send service and advisory information to make 
our salesmen better trained and better equipped to do this service for 
our customers and the public in general. 

The increased postal rates already have cut down a considerable 
number of our mailings to these salesmen, and if the new proposed 
100-percent increase in the minimum per piece goes into effect it will 
cause us to cut at least another 50 percent in our use of the mails for 
this purpose. The reduction in the number of salesmen and increased 
cost of securing and servicing these men through the mails is an im- 
portant factor in the drop in our sales volume. We keep careful 
records of our mailings to both salesmen and customers, and we know 
which types are profitable and which are not profitable. As postal 
rates have gone up, we have been forced to discontinue or reduce 
more and more of these various types of mailings. 

We have laid out our plans for the coming year beginning June 1, 
1951. If the proposed postal-rate increases go into effect, it would 
cost us approximately $40,000 more than the present rates. About 
two-thirds of this increased cost would result from the proposed 
increases in the third-class rate. These proposed postal increases 
would mean an over-all increase of approximately 334 percent over 
the cost of our postal expense based on present rates. Such a radical 
increase in postal expenses, in view of our experience in the last several 
years, will force us to revise our promotional plans to go after business 
and cause us to make substantial reductions in our mailings. 

The increased volume and profits of so-called big business is not a 
true indication of the profits of a vast number of small businesses, 
such as ours, which have been seriously affected by the unsettled 
conditions of recent years and the dislocations brought on by defense 
mobilization, all of which have greatly increased the cost of doing 
business. The increased postal rates of the past 3 years have been an 
important factor in these increased business costs. 

The impact of these continual postal raises on our business and 
many other small business concerns doing a similar type of business 
has been very detrimental. The increased costs have forced us to 
cut down many of our mailings very materially, and this has, of 
course, meant a loss to the Post Office Department. The net result 
has been less mailings and less volume of business. The many in- 
creases in costs of doing business, including these increased postal 
rates, and the decrease in volume of business, have resulted in a net 
loss for our company for the past 3 years. 

These statements are based on actual facts and experiences. Our 
sales showed a 6}-percent reduction last year over the prior year. 
For the past 10 months during this fiscal year our sales are 26 percent 
less than they were for the same period last year. This is causing 
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a downward spiral that has resulted in a loss to all concerned, including 
our employees, some of whom we have been forced to lay off. Al- 
though the postal increases are only one of the causes, they have been 
a big factor in setting into motion these decreasing sales and greatly 
reduced cash returns. It is a vicious circle that will be intensified by 
the new proposed higher postal rates. 

Although the general over-all proposed increases in postal rates 
in all classes of mail are a serious handicap we particularly want to 
point out what seems to us to be an unfair increase in the third-class 
as compared to second-class mail. Third-class mail in our company 
and many other mail users is the source of business which brings 
additional returns in the way of first-class mail revenue for the Post 
Office Department. Thus the greatly increased third-class rates, if 
put into effect, will seriously cut down use of the mails by our com- 
pany. For instance, the minimum mailing rate of 1 cent has been 
changed to 2 cents for circulars, which means 100-percent increase. 
We have already outlined our experience in the last 3 years, which has 
resulted in a decreased use of many types of our mailings. This 
proposed 100-percent increase for minimum mailing rate in third class 
will undoubtedly accentuate that situation and cause further reduction 
in mail use by our company. 

The proposed increase in postal cards from 1 cent to 2 cents is also 
a 100-percent increase that will affect not only the general public but 
will be another discouragement to business and result in the use of 
less of this class of mail for business promotion. 

Although the proposed raise in fourth class is not an issue in this 
hearing, | do want to point out that the increased parcel-post-rate 
proposal before the ICC will be a big factor in our overhead expenses 
and a discouragement to our customers in ordering our products. 

We believe that the Post Office Department should be considered 
as a service for the public in somewhat the same manner as the 
Department of Agriculture and various other Government agencies 
are considered. The postal service greatly affects the welfare of all 
citizens and all businesses and is a big factor in helping to keep the 
national economy and business as a whole on a sound basis. 

The following points summarize the net results that have been 
proven by our experience in the last 3 years and which will be inten- 
sified for our company if these new proposed increased postal rates, 
particularly in third class, go into effect. 

(1) Less use of third-class mail and promotional activities to get 
business, automatically resulting in less use of the other classes of 
mail. 

(2) Discouragement of home owners from buying food-producing 
plants and growing a part of their food supply to help hold down 
inflationary pressures on the family food budget. 

(3) There will be an over-all decrease in the use of the mails for 
promoting business. 

(4) Our company and many other small businesses will be forced 
to reduce the number of their employees. 

In view of all the above facts, we particularly urge the retention 
of the l-cent minimum on this third-class rate, which is the basic 
creator of business at the fountainhead. Its decreased use will 
rreatly cut down the income of the Post Office Department directly 
rom this third-class mail and indirectly from the resulting first-class 
mail. 
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We feel that this whole movement to radically increase the postal 
rates is a very dangerous and detrimental move, particularly at this 
critical time. 

The CuarrMan. What was your entire postage bill for 1950? 

Mr. Stark. 1950, that would end June 1. Our fiscal year, Mr. 
Chairman, I think is June 1, 1950. I think it ran around $150,000. 
I think that was it. 

iy CuarirMaNn. How much of that postage bill was third-class 
mail? 

Mr. Srark. I do not have those exact figures, but I would say a 
large portion of it was. Iam sorry I do not have those figures with 
me. 

The CuartrMAN. You have a pretty large parcel post bill, do you 
not? 

Mr. Srark. Yes, sir. 

The CuarrMan. How does your parcel post bill compare with the 
third class? 

Mr. Srark. The third class is the bigger end of it. 

The Cuatrman. What was your postage bill for the previous fiscal 
year ending June 1949? 

Mr. Srark. I think it was $175,000, I believe it was. 

The CHarrMAN. What was your total business for the fiscal year 
ending June 1950? 

Mr. Srark. I believe it was about $2,700,000, I believe. 

The CuarrMan. What was it for the previous fiscal year? 

Mr. Srark. Pretty close to $3,000,000. 

Mr. Karsten. Is that profit or gross? 

Mr. Stark. That is the gross. In the last 3 years we have lost 
money; we have shown a net loss for the last 3 years. Our fiscal year 
does not end until June 1 this year, but it is indicated that we will have 
a loss this year. 

The CuatrmMan. You have not made a loss for the last 3 years, have 
you? 

' Mr. Srark. Including this as 1 year. 

The CHatrMan. You testified 2 years ago, April 12, 1949, and said 
that you made about 10 percent profit. 

Mr. Srark. That was 1948. I am counting this year as a year, 
although it is not quite ended. We have not ended this fiscal year, 
and I am counting this as a third fiscal year. Our fiscal year will be 
up in about 2 months, and a lot depends on what the weather does as 
to what we will do. It does indicate that we will show a loss this year. 
It may not be as much as that, depending on the weather. 

The CHarrMAN. Are there any other questions? Mr. Jarman? 

Mr. JARMAN. No questions. 

The CuarrMan. Mr. Karsten? 

Mr. Karsten. No questions. 

The CHarrMan. Mrs. St. George? 

Mrs. Sv. Georce. No questions. 

The CuarrmMan. Mr. Golden. 

Mr. GotpENn. No questions. 

The CuarrMan. Thank you very much, Mr. Stark. 

Mr. Srark. Thank you, gentlemen. 

The CuHarrMan. Our next witness is Mr. Edward N. Mayer, Jr., 
chairman, postal affairs committee, Direct Mail Advertising Associa- 
tion, Inc., New York City. 
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STATEMENT OF EDWARD N. MAYER, JR., CHAIRMAN, POSTAL 
AFFAIRS COMMITTEE, DIRECT MAIL ADVERTISING ASSOCIA- 
TION, INC., NEW YORK CITY 


Mr. Mayer. Mr. Chairman, with your permission I should like 
to read excerpts from my paper and ask that the entire statement be 
included in the record. 

The CHatrMan. Very well, your entire statement will be included 
in the record at this point. 

(The statement is as follows:) 


STATEMENT SUBMITTED BY Epwarp N. Mayer, Jr., ror tae Direct Main 
ADVERTISING ASSOCIATION, INC. 


My name is Edward N. Mayer, Jr., of Westport, Conn. Iam chairman of the 
postal affairs committee of the Direct Mail advertising Association, an organiza- 
tion of some 1,500 users of the United States mails—large, medium, and small. 

The Direct Mail Advertising Association was organized in 1915 to promote 
the mutual interests of users, producers, and suppliers of direct mail advertising— 
to provide an authentie source of facts, information, counsel, and service to its 
members, and to champion the cause, value, and result-producing effectiveness of 
direct advertising as a management tool. 

Some of the members of our organization represent America’s largest corpora- 
tions. The majority, however, are medium-sized and small manufacturers, 
wholesalers, and retailers whose sales and business activities rest to a considerable 
extent on their use of the United States mails. A segment of our membership 
consists of charitable organizations, religious organizations, Bible societies, 
schools, and colleges, whose continued existence depends partially on their use of 
the postal service to solicit sufficient moneys to finance themselves, and perform 
the public services for which they were created. 

The Direct Mail Advertising Association is on record before your committee 
as being in favor of fair and equitable postal rates for all users of the mails, if 
those rates are based on a logical interpretation of the present cost-ascertainment 
system rather than the mathematics of the system itself. We do not argue with 
the present methods of cost ascertainment on which the Post Office Department 
has based its proposals, but we object to the use of the system as an absolute 
guide for establishment of rates rather than as a useful tool to be considered in 
conjunction with all of the factors that go into the present operation of the Post 
Office Department. 

The present interpretation of the cost-ascertainment system overlooks the 
basic fact that the Post Office is set up primarily to transport first-class or letter 
mail and that the other classes of mail receive deferred service, and definitely 
should not be expected to bear a strietly proportionate share of the over-all cost 
of operation. 

The Postmaster General’s service-curtailment order of April 17, 1950, still 
further deferred and reduced the service given to second-, third-, and fourth-class 
mail but continued with but two exceptions the service given to first class. Even 
though third-class mail were entirely eliminated, the Post Office would still be 
forced to carry first-class or letter mail and it is problematical if the curtailment 
of this service would reduce greatly the over-all cost of Post Office operation. 

All of the expenditures charged to third-class mail in the cost-ascertainment 
breakdown are definitely not “‘out of pocket” expense. If third class were entirely 
eliminated there would be little saving in transportation costs, clerk and carrier 
hire, ete. Although there would be some reduction, a large proportion of the 
present costs of rural free delivery, administration, buildings, etc., would have to 
be allocated to first class or some other remaining postal service. 

A year ago a respected member of your committee, Representative Harold 
Hagen, in Report No. 1452, part 2, which accompanied H. R. 2945 and expressed 
the minority views, expounded this point further when he said: 

“Congress has reeognized the need for different rates for different postal services. 
However, since the cost-ascertainment system has not been changed to take 
account of the different services performed and the different values of the services 
to our economy, some classes of mail and postal services are unfairly charged with 
a large deficit. For example, in the sorting of third-class mail, the operation takes 
place at post offices during the evening hours when shifts are tapering off and prior 
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to the arrival of the late trains. Since the Post Office Department pays a night 
differential, the actual amount paid these employees during the sorting of third- 
class mail may be more than that paid for sorting first-class mail and, under a 
cost-ascertainment system, it would appear that the cost of handling the third- 
class mail was higher. Realistically, of course, the sorting of this mail is taking 
place during a slack period in the post office concerned. 

‘The weaknesses of the cost-ascertainment system are most apparent in third- 
class mail. There is no breakdown of costs as between the various subclasses, 
Without such a breakdown, it is virtually impossible to use these figures as a basis 
for setting rates. 

“The services performed by the postal service for each class of mail vary widely. 
But according to the figures of the Post Office Department, it costs the same to 
handle third-class mail as it does first-class mail. The unsoundness of such a 
position is obvious when one considers that in the bulk mailings the pieces are 
precanceled, faced, sorted, and tied into bundles, according to destination, and, 
in some cases, according to postal zones and transported to the originating post 
office by the mail users. Nor do the mailings receive the high priority of service 
accorded first-class mail. 

‘‘We have pointed out that in practically every rate-making or pricing system 
consideration is given to different services performed and lower rates accorded 
byproduct commodities. In the postal service the basic commodity is the first- 
class mail, which is the only class of mail over which the Post Office has a monopoly. 
Third-class mail is a byproduct, and should not be charged with all of the overhead 
expenses that must be incurred to carry the first-class mail.”’ 

However, it is not our intention to present a treatise on the present cost- 
ascertainment system, nor do we mean to criticize the Post Office Department. 
The members of our association have enjoyed very friendly relations with and 
received splendid cooperation from both executives and personnel of the De- 
partment. 

It is our belief, however, that the entire problem of rate making could be 
simplified greatly if the Congress through the good offices of your committee would 
decide among other things— 

1. What proportion of the cost of post office service should be charged to 
the public good and not included in the rates paid by individual mail users; 
For example: How much of the cost of rural free delivery and the cost of the 
20,000 fourth-class post offices (not one of which takes in sufficient revenue to 
cover the local postmaster’s salary) should be paid for in postal rates and how 
much should be considered a public service to the people who live in rural 
areas? 

2. Whether rates for some classes of mail should take into account only 
their ‘“‘out of pocket’’ costs rather than the theoretical distribution of total 
postal expenditures? 

Once such a permanent determination is made, the continuing necessity of time- 
consuming debate on the subject will be eliminated and there will exist a definite 
credit that the Post Office Department ean include in its cost-ascertainment 
breakdown and use as a base in its rate recommendations to your committee. 

Four years ago our association went on record in a statement made to your 
committee as being willing to accept a moderate equitable increase in postal 
rates for all mail users. 
® On January 1, 1949, mailers like those in the Direct Mail Advertising Associa- 
tion received an increase of almost 20 percent in the pound rate portion of third- 
class rates, plus increases in air mail, fourth class, and the special services. 

However, we did protest against the rate recommendations contained in H. 
R. 2945, and, gentlemen, we now protest the present provisions of H. R. 2982, 
in the firm conviction that if any increases are necessary they must be com- 
pletely equitable, small enough to be within the ability of the mailer to pay, 
and should in no way discriminate against one group of mail users in favor of 
another. 

We believe that H. R. 2982 and the recommendations of Postmaster General 
Donaldson to the ICC for increases in the rates for heavy catalogs discriminates 
against mailers such as the members of the Direct Mail Advertising Association 
who are primarily businessmen with limited advertising funds which they can 
use only in the mails. 

The very nature of our membership makes it almost impossible for many of 
them to afford either newspaper or magazine advertising on the one hand, or 
catalogs weighing over 8 ounces on the other. The limited advertising funds 
they have at their disposal coupled with the type of product or service they sell, 
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make it imperative that their mail advertising take the form of post or postal 
cards, letters, smal! circulars, and in some cases 24 page catalogs that weigh less 
than 2 ounces and have been carried by the Post Office at a minimum of 1 cent 
each. 

While only second-class mail is recommended for a ‘‘graduated increase”’ in the 
present bill * * * third-class mail has already had, on January 1, 1949, an 
increase of almost 20 percent. If a ‘‘graduated increase”’ is recommended for one 
class of mail in the hope of eliminating the imposition of too great a burden or 
undue hardship, should it not be recommended for other classes of mail and the 
increases of January 1, 1949, be counted as the first step-up for the users of third- 
class mail? 

In addition, the rates pending before the ICC for catalogs weighing more than 8 
ounces propose increases varying from a minimum of 20 percent (for a 1-pounder 
mailed to the eighth zone) to a maximum of almost 70 percent (for a 10-pounder 
mailed to the eighth zone). 

But, gentlemen, compare these percentages of increase for the large advertiser 
to the ones proposed for the small-business man who usually has no other means 
to advertise his wares. 

The proposed increase in the post- and postal-card rate (from 1 cent to 2 cents) 
is 100 percent. The proposed increase in the minimum charge for third-class 
letters, circulars, and small catalogs (from 1 cent to 2 cents) is also 100 percent 
and that kind of mail is the one most widely used by members of the Direct Mail 
Advertising Association. 

This discriminatory increase of 1 cent or 100 percent will definitely place a 
heavy burden on and cause undue hardship to many of these members. And 
what will be much worse, so many advertisers cannot afford such a large step-up 
in their selling costs that they may well be forced to curtail their use of post cards 
and third-class circular mail and in short order postal revenue may possibly be cut 
rather than increased, even though that would mean there was a reduction of 
more than 50 percent in volume. 

Why must the small advertiser immediately assume a full 100-percent increase 
that is both inequitable and discriminatory? It is quite possible that (if any 
raise is necessary at all) a jump of considerably less than 1 cent can be taken in 
stride by direct-mail users. At a lower rate of increase they might well continue 
their present full use of the mails but they will be forced to curtail their adver- 
tising, reduce if not eliminate entirely the profits on which they pay taxes—and, 
yes, even throw people out of work at the recommended 100 percent higher rate. 

The proposed increase makes absolutely no distinction between the man who 
mails a single circular at 2 cents under regular third-class rate and the one who 
mails a thousand, a hundred thousand, or even a million pieces under bulk-mail 
rates of 14 cents a pound with a minimum of 2 cents each. 

May we remind you that, based on the figures submitted by Postmaster 
General Donaldson himself, there were over 6% billion pieces of third-class mail 
carried under the bulk mailing provilege during the past fiscal year at a rate of 
1 cent each. 

Even though section 34.66, Postal Laws and Regulations, mail or what is referred 
to as bulk, is not entirely eliminated by H. R. 2982, the minimum rate of 2 cents 
per piece is identical to that for ordinary third-class unsorted mail. This ob- 
viously means that most third class would probably go to the post office not 
sorted into States, cities, and towns, not faced and tied for direct handling, and 
probably not even precanceled. Thus much work now performed by the mailer 
under section 34.66 would have to be done by the post office. 

It must be obvious that without a rate differentiation, bulk mail will become 
merely a pleasant memory to both mailers and post office alike. If H. R. 2982 is 
passed in its present form and the post office is correct in its assumption that there 
will be no curtailment of third-class mail usage, the greater portion of more than 
6% billion pieces of third-class mail will soon require pick-up service, trucks to 
carry it to the post office, clerks to face the pieces, time for canceling stamps, sort- 
ing—and finally tying out, sacking, and weighing. 

Today, and as long as there is a considerably lower rate for bulk mail, those 
pieces will be received by the post office, sorted, tied in bundles, bagged, and 
labeled ready to be transported without handling by train or truck direct to the 
post office of ultimate distribution. 

Raising the minimum rate from 1 to 2 cents must of necessity mean additional 
space as well as personnel for the post office, and that at a time when the Depart- 
ment is trying its best to cut expense and overhead. 

Any possible increase in revenue, under the proposed 2-cent rate, even if the 
present volume should continue, would be considerably curtailed by the added 
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cost to the post office of performing services which are now performed for it by 
business mailers. 

A number of our members, particularly the small and medium-size users of 
direct mail, founded their businesses on the special bulk rates which have been in 
existence for over 20 years. These special rates are basic to the conduct of many 
industries, large and small. Many of these firms, and particularly the smaller 
ones, might well be priced completely out of their use of the mails if the minimum 
of 1 cent under the special bulk pound rates were doubled. 

Typical of many letters reaching us from our members is one which says ‘‘the 
proposed rate of 2 cents would increase the cost on our annual mailings by $31,400. 
This increase is more than our last 7-year average annual profit, with the result 
that instead of helping to balance the postal budget, it would have the effect of 
eliminating our postal expenditure entirely and forcing us to find other and more 
economic means to sell our merchandise.” 

The final effect of an increase of one-half cent not to mention 1 cent in the 
minimum rate would undoubtedly decrease rather than increase postal revenues, 
stifle rather than stimulate business, weaken rather than strengthen our total 
economic structure and remove the opportunity for the individual with limited 
capital to continue to use the mails as his best means of sales promotion. 

Now, may we call your attention to the proposal to double the present rate for 
postal and private mailing cards from 1 to 2 cents each. 

Postmaster General Donaldson in his statement to your committee on March 6, 
1951, said: “I am again recommending that the rates for these cards be increased 
from 1 to 2 cents each. The Government postal card was first authorized in 1872 
and except for a period of less than 2 vears from 1917 to 1919, when the rate was 
2 cents, the 1-cent rate has been and now is in effect. The postage rate on post 
cards was increased to 2 cents during the period mentioned and from April 15, 
1925, until July 1, 1928, the 2-cent rate again applied to such cards. Since the 
latter date the l-cent rate has been in effect.” 

But the Postmaster General did not explain why the rate was reduced in 1919 
back to 1 cent. It was reduced to 1 cent, gentlemen, because the increase to 
2 cents had proven economically unsound, even during a period of war prosperity. 

When the rate was raised in 1917 from 1 to 2 cents the postal and post-card 
revenue was approximately 20 million dollars from the l-cent rate, but it fell 
off about half at the 2-cent rate. Although the total postal revenue increased 
between 1917 and 1919 from $312,000,000 to $436,000,000, there was no increase 
in post-card revenue. Actually, there was a decrease of 50 percent, or approxi- 
mately 10 million dollars, due to a drop of between 60 and 70 percent in the 
volume of cards mailed. There is no reason to believe that the same situation 
would not again prevail today as the result of such a drastic increase as proposed. 

The revenue for postal and post cards for the past fiscal year was approxi- 
mately 46 million dollars and the Post Office estimates that bv doubling the 
postage rate 1 to 2 cents there will be an increase of 46 million dollars in revenue, 
Judging from statements made to the Direct Mail Advertising Association, in 
letters and telegrams received from large and small users of postal and post cards, 
there will be a curtailment by many users of from 25 to 100 percent in the use of 
these cards for advertising purposes if the rate is raised to 2 cents. If these 
statements are borne out in actual practice; as happened in the past, even though 
public utilities and other business organizations continue their wide use of cards for 
billing and other commercial purposes, there is a definite possibility that the Post 
Office estimate of the 46-million-dollar increase in revenue will fail to materialize. 

We would like to repeat that the Direct Mail Advertising Association is on 
record in favor of fair and equitable postage rates for all mail users. We are, 
however, unalterably opposed to the specific increases presently included in H. R. 
2982, because we believe they are discriminatory, economically unsound, and will 
not raise the amount of revenue for which they have been proposed. 

Users of third-class mail and post and postal cards who are for the most part 
small-business men, are asked to pay during the first year of enactment of H. R. 
2982 an increase of over 110 million dollars, out of an over-all total to be raised of 
approximately 165 million dollars. And this 110 million dollars does not inelude 
the proposed inereases in the rates for the special services which are also used 
extensively by this group of mail users. 

H. R. 2982 proposes an immediate increase of 190 percent in the minimum third- 
class rate even though the post office’s own cost-ascertainment system shows only 
a 51-percent increase in the cost of handling a piece of third-class mail since the 
advent of the l-cent bulk rate on May 29, 1928. 
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Even this figure of a 51-percent increase is suspect, for it must of necessity be 
an average piece cost for all third-class mail whether delivered to the post office 
by the mailer (sorted, tied, and ready for immediate dispatch) or casually dropped 
in the corner mail box to await letter-carrier pick-up, and all of the other necessary 
handling by postal employees. 

However, although we do not believe any increase in the minimum third-class 
rate is presently warranted under a just interpretation of the cost-ascertainment 
svstem, we do have a suggestion to make to your committee. 

It is our belief that a 25-pereent increase in the minimum third-class rate is 
equitable and within the capacity of the mailer to pay, while any higher rate of 
increase will cause a severe curtailment of third-class mail usage. An increase 
of 25 percent now, when added to the 20 percent increase of January 1, 1949, 
will more than cover the stepped-up costs of handling a piece of third-class mail 
under the bulk-mailing privilege where so much of the work is done by the mailer 
rather than the post office. 

And, gentlemen, in spite of any statement to the contrary, it is possible to have 
and io administer a minimum rate of 114 cents for third-class bulk mail without 
disrupting the operation of the postal sysiem. 

On March 3, 1947, in a letter to Hon. William Langer, then chairman of the 
Senaie Committee on Post Office and Civil Service, Joseph J. Lawler, Assistant 
Postmaster General, on behalf of the Department recommended a minimum rate 
of 1% cents for third-class mail and this reeommendation was included in H. R. 
2408. 

If a minimum rate of 14% cents was feasible in 1947 it seems logical to assume it 
is feasible today, and there is no necessity to set an arbitrarily higher and inequit- 
able minimum rate on the basis of any mechanics of handling. 

Tn conclusion, gentlemen, we again repeat— if you musi raise postal rates, we 
ask on behalf of the thousands of small-business men who can afford no other 
means to advertise their businesses than post cards and third-class mail, that you 
consider carefully the obvious discrimination in H. R. 2982, and bearing in mind 
the fear of imposing too great a burden and causing undue hardship, make any 
increases equitable for all mail users regardless of their size or the kind or class of 
mail they use. 

Mr. Mayer. My name is Edward N. Mayer, Jr., of Westport, 
Conn. I am chairman of the postal affairs committee of the Direct 
Mail Advertising Association, an organization of some 1,500 users of 
the United States mails—large, medium, and small. 

The Direct Mail Advertising Association was organized in 1915 to 
promote the mutual interests of users, producers, and suppliers of 
direct-mail advertising—to provide an authentic source of facts, in- 
formation, counsel, and service to its members, and to champion the 
cause, value, and result-producing effectiveness of direct advertising 
as a Management tool. 

Some of the members of our organization represent America’s largest 
corporations. The majority, however, are medium-sized and small 
manufacturers, wholesalers, and retailers whose sales and business 
activities rest to a considerable extent on their use of the United States 
mails. A segment of our membership consists of charitable organiza- 
tions, religious organizations, Bible societies, schools, and colleges, 
whose continued existence depends partially on their use of the postal 
service to solicit sufficient moneys to finance themselves, and perform 
the public services for which they were created. 

The Direct Mail Advertising Association is on record before your 
committee as being in favor of fair and equitable postal rates for all 
users of the mails, if those rates are based on a logical interpretation 
of the present. cost-ascertainment system rather than the mathematics 
of the system itself. We do not argue with the present methods of 
cost ascertainment on which the Post Office Department has based 
its proposals, but we object to the use of the system as an absolute 
guide for establishment of rates rather than as a useful tool to be 
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considered in conjunction with all of the factors that go into the 
present operation of the Post Office Department. 

The present interpretation of the cost-ascertainment system over- 
looks the basic fact that the post office is set up primarily to transport 
first-class or letter mail and that the other classes of mail receive 
deferred service, and definitely should not be expected to bear a 
strictly proportionate share of the over-all cost of operation. 

The Postmaster General’s service-curtailment order of April 17, 
1950, still further deferred and reduced the service given to second-, 
third-, and fourth-class mail but continued with but two exceptions 
the service given to first class. Even though third-class mail were 
entirely eliminated, the post office would still be forced to carry first- 
class or letter mail and it is probl matical if the curtailment of this 
service would reduce greatly the over-all cost of post-office operation. 

All of the expenditures charged to third-class mail in the cost- 
ascertainment breakdown are definitely not ‘‘out of pocket’’ expense. 
If third class were entirely eliminated there would be little saving in 
transportation cost, clerk and carrier hire, and so forth. Although 
there would be some reduction, a large proportion of the present costs 
of rural free delivery, administration, buildings, and so forth, would 
have to be allocated to first class or some other remaining postal 
service. 

A year ago a respected member of your committee, Representative 
Harold Hagen, in report No. 1452, part 2, which accompanied H. R. 
2945 and expressed the minority views, expounded this point further 
when he said, among other things: 

The weaknesses of the cost-ascertainment system are most apparent in third- 
class mail. There is no breakdown of costs as between the various subclasses. 
Without such a breakdown, it is virtually impossible to use these figures as a 
basis for setting rates. 

The services performed by the postal service for each class of mail vary widely. 
But according to the figures of the Post Office Department, it costs the same to 
handle third-c'ass mail as it does first-class mail. The unsoundness of such a 
position is obyious when one considers that in the bulk mailings the pieces are 
precanceled, faced, sorted, and tied into bundles, according to destination, and, 
in some eases, according to postal zones and transported to the originating post 
office by the mail users. Nor do the mailings receive the high priority of service 
accorded first-class mail. 


Then Mr. Hagen continued: 

We have pointed out that in practically every rate making or pricing system 
consideration is given to different services performed and lower rates accorded 
byproduct commodities. In the postal service the basic commodity is the first- 
class mail, which is the only class of mail over which the post office has a mo- 
nopoly. Third-class mail is a byproduct, and should not be charged with all of 
the overhead expenses that must be incurred to carry the first-class mail. 

Four years ago, our association went on record in a statement made 
to your committee as being willing to accept a moderate equitable in- 
crease in postal rates for all mail users. 

On January 1, 1949, mailers like those in the Direct Mail Adver- 
tising Association received an increase of almost 20 percent in the 
pound-rate portion of third-class rates, plus increases in air mail, 
fourth class, and the special services. 

However, we did protest against the rate recommendations con- 
tained in H. R. 2945, and gentlemen, we now protest the present pro- 
visions of H. R. 2982, in the firm conviction that if any increases are 
necessary they must be completely equitable, small enough to be 
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within the ability of the mailer to pay, and should in no way dis- 
criminate against one group of mail users in favor of another. 

We believe that H. R. 2982 and the recommendations of Postmaster 
General Donaldson to the ICC for increases in the rates for heavy cata- 
logs discriminates against mailers such as the members of the Direct 
Mail Advertising Association who are primarily businessmen with 
limited advertising funds which they can use only in the mails. 

While only second-class mail is recommended for a “graduated 
increase” in the present bill, third-class mail has already had, on Janu- 
ary 1, 1949, an increase of almost 20 percent. If a graduated increase 
is recommended for one class of mail in the hope of climinating the 
imposition of too great a burden er undue hardship, should it not be 
recommended for other classes of mail and the increases of January 1, 
1949, be counted as the first step-up for the users of third-class mail? 

In addition, the rates pending before the ICC for catalogs weighing 
more than 8 ounces propose increases varying from a minimum of 20 
percent (for a 1-pounder mailed to the eighth zone) to a maximum of 
almost 70 percent (for a 10-pounder mailed to the eighth zone). 

But, gentlemen, compare these percentages of increase for the large 
advertiser to the ones proposed for the small-business man who usually 
has no other means to advertise his wares. 

The proposed increase in the post- and postal-card rate (from 1 
cent to 2 cents) is 100 percent. The proposed increase in the mini- 
mum charge for third-class letters, circulars, and small catalogs (from 
1 cent to 2 cents) is also 100 percent; and that kind of mail is the one 
most widely used by members of the Direct Mail Advertising 
Association. 

Why must the small advertiser immediately assume a full 100- 
percent increase that is both inequitable and discriminatory? It is 
quite possible that (if any raise is necessary at all) a jump of consider- 
ably less than 1 cent can be taken in stride by direct-mail users. At 
a lower rate of increase they might well continue their present full use 
of the mails; but they will be forced to curtail their advertising, reduce 
if not eliminate entirely the profits on which they pay taxes, and, 

es, even throw people out of work at the recommended 100-percent 
igher rate. 

e proposed increase makes absolutely no distinction between the 
man who mails a single circular at 2 cents under regular third-class 
rate and the one who mails a thousand, a hundred thousand, or even 
a million pieces under bulk-mail rates of 14 cents a pound with a 
minimum of 2 cents each. 

May we remind you that, based on the figures submitted by Post- 
master General Donaldson himself, there were over 6% billion pieces 
of third-class mail carried under the bulk-mailing privilege during 
the past fiscal year at a rate of 1 cent each. 

Even though “sec. 34.66 P. L. & R. mail,” or what is referred to 
as bulk, is not entirely eliminated by H. R. 2982, the minimum rate 
of 2 cents per piece is identical to that for ordinary third-class un- 
sorted mail. This obviously means that most third-class would 
probably go to the post office not sorted into States, cities, or towns, 
not faced and tied for direct handling; and probably not even pre- 
canceled. Thus much work now performed by the mailer under 
section 34.66 would have to be done by the Post Office. 
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It must be obvious that without a rate differentiation, bulk mail 
will become merely a pleasant memory to both mailers and Post 
Office alike. If H. R. 2982 is passed in its present form and the 
Post Office is correct in its assumption that there will be no curtail- 
ment of third-class-mail usage, the greater portion of more than six 
and a half billion pieces of third-class mail will soon require pick-up 
service; trucks to carry it to the post office, clerks to face the pieces; 
time for canceling stamps, sorting; and finally tying out, sacking, 
and weighing. 

Today, and as long as there is a considerably lower rate for bulk 
mail, those pieces will be received by the post office, sorted, tied in 
bundles, bagged, and labeled ready to be transported without han- 
dling by train or truck direct to the post office of ultimate distribution. 

Raising the minimum rate from 1 cent to 2 cents must of necessity 
mean additional space as well as personnel for the Post Office, and 
that at a time when the Department is trying its best to cut expense 
and overhead. 

Any possible increase in revenue, under the proposed 2-cent rate, 
even if the present volume should continue, would be considerably 
curtailed by the added cost to the Post Office of performing services 
which are now performed for it by business mailers. 

The final effect of an increase of one-half cent, not to mention 1 
cent, in the minimum rate would undoubtedly decrease rather than 
increase postal revenues, stifle rather than stimulate business, weaken 
rather than strengthen our total economic structure, and remove the 
opportunity for the individual with limited capital to continue to use 
the mails as his best means of sales promotion. 

We would like to repeat that the Direct Mail Advertising Associa- 
tion is on record in favor of fair and equitable postage rates for all 
mail users. We are, however, unalterably opposed to the specific 
increases presently included in H. R. 2982, because we believe they 
are discriminatory, economically unsound, and will not raise the 
amount of revenue for which they have been proposed. 

The CHarrman. What specific increases do you approve or recom- 
mend then? 

Mr. Mayer. I am coming to that, Mr. Chairman. 

H. R. 2982 proposes an immediate increase of 100 percent in the 
minimum third-class rate even though the Post Office’s own cost- 
ascertainment system shows only a 51-percent increase in the cost of 
handling a piece of third-class mail since the advent of the 1-cent bulk 
rate on May 29, 1928. 

Even this figure of a 51-percent increase is suspect, for it must of 
necessity be an average piece cost for all third-class mail whether 
delivered to the post office by the mailer (sorted, tied, and ready for 
immediate dispatch) or casually dropped in the corner mail box to 
await letter-carrier pick-up and all of the other necessary handling 
by postal employees. 

However, although we do not believe any increase in the minimum 
third-class rate is presently warranted under a just interpretation of 
the cost-ascertainment system, we do have a suggestion to make to 
your committee. 

It is our belief that a 25-percent increase in the minimum third-class 
rate is equitable and within the capacity of the mailer to pay, while 
any higher rate of increase will cause a severe curtailment of third- 
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class-mail usage. An increase of 25 percent now, when added to the 
20-percent increase of January 1, 1949, will more than cover the 
stepped-up costs of handling a piece of third-class mail under the 
bulk-mailing privilege where so much of the work is done by the 
mailer rather than the post office. 

And, gentlemen, in spite of any statement to the contrary, it is 
possible to have and to administer a minimum rate of 1% cents for 
third-class bulk mail without disrupting the operation of the postal 
system. 

On March 3, 1947 in a letter to Hon. William Langer, then chairman 
of the Senate Committee on Post Office and Civil Service, Joseph J. 
Lawler, Assistant Postmaster General, on behalf of the Department 
recommended a minimum rate of 1% cents for third-class mail and this 
recommended was included in H. R. 2408. 

If a minimum rate of 14 cents was feasible in 1947 it seems logical 
to assume it is feasible today, and there is no necessity to set an 
arbitrarily higher and unequitable minimum rate on the basis of any 
mechanics of handling. 

In conclusion, gentlemen, we again repeat, if you must raise postal 
rates, we ask on behalf of the thousands of small-business men who 
can afford no other means to advertise their businesses than post cards 
and third-class mail, that you consider carefully the obvious dis- 
crimination in H. R. 2982 and, bearing in mind the fear of imposing too 
great a burden and causing undue hardship, make any increases equit- 
able for all mail users regardless of their size or the kind or class of 
mail they use. 

The CuatrmMan. Mr. Mayer, if the postage on post and postal cards 
were to be raised to 2 cents then what do you think the rate should be 
on third-class mail? 

Mr. Mayer. I still think it should not be any more than a cent 
and a quarter, Mr. Murray. 

The CuatrmMan. Do you think it would be fair to charge 2 cents for 
a post or postal card and charge only 1% cents for a third-class piece? 

Mr. Mayer. I do not believe that it would be fair to charge 2 cents 
on post or postal cards based on the cost ascertainment system, It 
shows that in 20 years the cost of handling mail per piece, based on 
post cards and letters, is up only 30 percent—l think it is 34 or 35 
percent. If it is based purely on a cost per piece increase then the 
increase in post cards should not go any higher than the increase in 
the cost of handling those cards. 

The Cuatrman. Of course, the Post Office Department says it costs 
2 cents and 6 mills to send a post or postal card through the mail. 

Mr. Mayer. That is exactly the same charge that they say it costs 
to send a letter through the mail, and if the postal cards, as the 
Postmaster General has said, are used over 90 percent by business 
organizations for commercial purposes obviously they must be de- 
livered to the post office in bulk and therefore are easier to handle 
than the individual letters, plus the fact that the transportation costs 
on postal cards because of their weight cannot be as much as it is in 
the case of letters, not only on weight, but also on bulk and cubic 
footage that they take up in transportation. The Post Office says 
that it is harder to sort and handle post and postal cards. But, 
strangely enough, those who are the heaviest users of postal cards say 
that the cards are handied easier and more cheaply than letters. 
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The Cuarrman. I have received many, many individual complaints 
from individuals about their mail being cluttered up with this third- 
class advertising matter. Of course, much of it comes unsolicited to 
the recipient, and it looks like this advertising matter which is third- 
class mail should pay its way because concerns are using third-class 
mail for commercial purposes, for building up their business and 
deducting it as advertising through the mails just like you do for ad- 
vertising in the newspaper or radio. 

Mr. Mayer. Mr. Chairman, I do not want to get into a discussion 
of advertising, but let us take a look at some of the charts that the 
Post Office has presented based on the 1950 cost-ascertainment 
system. If Iam correct on it, those charts are based on the 20 largest 
post offices in which they have made some pretty careful checks. 
They have come up with a figure of initial handling of third-class mail 
of one-quarter cent per piece as against the initial handling up to the 
point of transportation on first-class mail of three-quarters of a cent 
apiece. If there are 10 billion pieces of third-class mail being handled 
today the reason for that difference of half a cent must be because 
most of the mail, at least two-thirds of it, according to the Postmaster’s 
own testimony, are sorted and bundled when they arrive at the post 
office. If you raise the rate to 2 cents so as to in theory make the 
third-class pay its own way, you automatically in the eyes of the 
Post Office increase the initial cost of handling third-class mail from 
one-quarter of a cent to three-quarters of a cent, which are the 
figures shown in these new 1950 charts. Therefore, if that is 10 
billion pieces, that is $50 million. 

If it is going to cost $50 million additional to handle 10 billion 
pieces of mail even if you make the rate 2 cents you recover approxi- 
mately $15 million. Whereas if you continue the present sorting 
and bundling privilege with a differentiation of rates sufficient to 
warrant the use of low-cost advertising mail you make a little more 
than $15 million the 1% minimum rate without increasing the need 
for space or additional personnel in the Post Office. 

The CuairMan. How old is your organization? 

Mr. Mayer. 1915, sir; that would be 36 years. 

The Cuarrman. How many members do you represent? 

Mr. Mayer. We have, I think at the moment, 1,563 exactly, sir. 

The CuarrMan. Any questions, Mr. Miller? 

Mr. Mitier. No questions. 

The Cuarrman. Mr. Jarman? 

Mr. JarmMANn. No questions. 

The CuarrmMan. Mr. Karsten? 

Mr. Karsten. No questions. 

The CaarrmMan. Mr. Hagen? 

Mr. Hacen. Mr. Mayer, on page 6 of your statement you indicate 
that the third-class rate already has been raised on January 1, 1949, 
an increase of almost 20 percent. What was the rate before January 
1, 1949? 

Mr. Mayer. The rate of 12 cents a pound, sir, was increased to 
14 cents a pound. There was an annual fee of $10 charged on the 
calendar year for a permit to mail under section 3466, and a minimum 
rate was instituted on odd-shaped pieces of third-class mail of a mini- 
mum charge of 3 cents. The fee and the minimum of 3 cents for 


odd-shaped pieces have been cut out in the present proposals in 
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H. R. 2982, but the rate of 14 cents a pound which went into effect on 
January 1, 1949, remains. 

Mr. Hacen. I see. So on top of that 20 percent the House bill 
provides an increase of another 100 percent; is that right? 

Mr. Mayer. Yes, sir. 

Mr. Hacen. I refer now to page 7 of your report or statement. As 
I understand it, at the present time you can send an unsealed first- 
class letter containing printed matter for 2 cents a single copy; is that 
correct? 

Mr. Mayer. That is correct, sir. 

Mr. Hagen. Under this new law as proposed the bulk mailings of 
the unsealed third-class mail will go from 1 cent to 2 cents per piece 
minimum; ts that right? 

Mr. Mayer. Yes, sir. 

Mr. Hacen. In the new bill, the charge is the same as a single piece 
unsealed printed matter third class? 

Mr. Mayer. That is correct. 

Mr. Hacen. In other words, there is no preference given to the 
bulk mailers in the new bill as proposed? 

Mr. Mayer. There would be on the heavier pieces of mail. It is 
quite possible that some weight of, let us say, arbitrarily, 44; ounces, 
something like that, it would pay the mailer to bulk and tie out and 
sort, but on the great majority of pieces which are letter pieces the 
average weight of all third class when taken together is just barely 
over one ounce. The great majority of third class is letter mail or 
circular mail that weighs much less than 2 ounces. I think the aver- 
age is around an ounce. 

Mr. Hagen. What percentage of the total third-class mailing would 
you say would be less than an ounce? 

Mr. Mayer. I would say the total of less than an ounce on third 
class would be probably close to two-thirds. 

Mr. Hagen. What is the dividing point of the rate there? 

Mr. Mayer. The rate today is over 1 ounces. It is more than 1 
cent. You are permitted under the 14-cent-a-pound rate to mail 
up to 1}; ounces. 

Mr. Hagen. What is the percentage of third-class mailing in bulk 
over 14 ounces? You indicated about two-thirds of 1 ounce or less? 

Mr. Mayer. I am not sure that my figure would be any more than 
a guesstimate rather than an estimate, but I would think not over 
5 percent. 

Mr. Hacen. In other words a great percentage of the mailings 
come within that minimum, you might say, of 14 ounces? 

Mr. Mayer. The great majority of them. 

Mr. Hacen. So then it would not pay for a large bulk mailer, and 
there are, of course, many thousands of them in the country, to do the 
work that they are now doing on third-class bulk mailing if this new 
bill passes in the present form; is that correct? 

Mr. Mayer. No, sir; it would not. The average cost of sorting, 
tying out, and bundling according to the regulations runs about $3.50 
to $4.50 a thousand. That is the commercial cost for doing this 
separation work. 

Mr. Hacen. And it is likely to cost more for the same amount of 
pieces if the post office does it; is that logical to say? 
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Mr. Mayer. I do not know. I just do not know whether it would 
cost the post office more. 

Mr. Hacen. We find in many instances that private industry is 
more efficient than the Government-operated departments because 
of Government regulations, rules, and so on? 

Mr. Mayer. Yes, sir. 

Mr. Hacen. In other words, the Post Office Department would have 
a considerable additional amount of work to handle these bulk mail- 
ings if they are put in the mails unsorted, untied, and so on? 

Mr. Mayer. According to their own figures in these 1950 charts, 
they figure half a cent a piece additional cost between handling first 
class and third class. They say third class costs just as much to 
handle if you have to sort it and everything else. 

Mr. Hacen. They would not have to have a considerably greater 
force of workers, more space and more facilities and more of this and 
that to handle the increased amount of work that would come to them 
because of the fact that the mailers will not do the work because they 
will not have to do it for one thing and, secondly, if they do it, it will 
cost them money. In order to offset to some degree this increased 
rate they will not do it? 

Mr. Mayer. Yes, sir. 

Mr. Mitier. Would the gentleman yield? 

Mr. Hagen. Gladly. 

Mr. Mituer. I assume that you are talking about if these people 
use first class instead of third class? 

Mr. HaGen. No. 

Mr. Mituer. They are still going to use third-class mail. They are 
still going to have to distribute it by locality. 

Mr. Hagen. Not necessarily because you can presently send a 
2-cent third-class unsealed envelope for 2 cents. Under the new 
law proposed here you can still do that. 

Mr. Mayer. That is correct, Mr. Miller. We can mail under 
regular third-c lass rates 2 ounces of material for 2 cents a minimum 
charge, and we are not required to sort and tie and bundle. We can 
just drop it into the post office or in large quantities take it to the post 
office. But if you make the minimum bulk rate the same as the regular 
third-class rate it seems pretty logical to us as mailers that we would 
not spend the money to sort and tie out and deliver to the post office 
if we are not required to do that. 

Mr. Mityer. Other than that, if you did not continue to sort and 
tie, rather, if you did continue, you would be assured of better service? 

Mr. Mayer. | am inclined to think that if we were to get better 
service for something that costs balf a cent apiece, we would give up 
the service in order to save the one-half to one-third a cent apiece in 
most cases. 

Mr. Miter. You are interested in getting vour mailing before your 
clients, the public, the people to whom you are mailing? 

Mr. Mayer. Yes, sir. 

Mr. Miuuer. If I am a client of yours and I engage you to do my 
mailing for me and the mailing lags and I do not get the business out 
of it you will hear from me. So you would not just throw these in to 
burden the post office. 

Mr. Mayer. I must disagree with that, sir. I think we would. I 
think the average mailer does not use third-class mail on a time basis. 
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But whether that mail is received on Thursday or Friday normally 
makes very little difference except on meeting notices and a few things 
like that. However, on the bulk of third-class mail I do not believe 
the time element is important enough to warrant the individual 
mailer to do his sorting if he cannot save money. ; 

Mr. Miuter. If you put it into 2 cent, you will still have to sort it 
and that will cost you about 4 mills I think, $4.50? 

Mr. Mayer. Yes, sir. 

Mr. Hacen. He would not have to under this act. 

Mr. Miuuer. I say if he does sort them that brings you substantially 
within third class? 

Mr. Mayer. That is correct. 

Mr. Miter. Somebody the other day stated you might go to first 
class. Would you feel that if it is going to cost you 2.4, 2.45, the 


feeling would be, “Instead of doing that I will go to 3 cents and put 
them out first class’’? 

Mr. Mayer. I think that will happen in certain cases, Congress- 
man, but I also think what will happen in the large cities and even 
the medium cities where it is possible, I think you will find that some 
of the tests we will make is whether we can do house-to-house distribu- 
tion work which now costs a little bit less than a penny apiece. Al- 
though it may not bring as much business to the mailer, maybe that 
difference of a cent and a half or 2 cents between house-to-house 
distribution and first-class mail plus the saving on addressing that 
you would have—— 

Mr. Mitter. If you can get better house to house today, even 
though it costs as much or a little bit more, you would use it today? 

Mr. Mayer. We cannot get better results today, sir. 

Mr. Miuuer. If you could, I say. 

Mr. Mayer. If we could, we would use it. 

Mr. Mituer. The thing then that stopped you is not the cost but 
the results? 

Mr. Mayer. Yes, sir. 

Mr. Hacen. Mr. Mayer, if the rates are increased excessively, then 
you would explore different ways of delivering your material? 

Mr. Mayer. I believe that is correct. 

Mr. Hagen. If the time element is involved, any smart mailer will 
figure the time element on the handling of his mail and put it in the 
post office a day or two or a week earlier. For that third-class bulk 
mailing it can be mailed at any time, as it may be a subscription offer, 
or an offer on a suit of clothes, or shirt. You just put it in the post 
office a few days earlier if you find that it is not being distributed as 
promptly as in the past? 

Mr. Mayer. I think so. 

Mr. Hacen. However, it seems to me that the bulk mailer who 
does all this work for the Department should be given some preference 
over some individual who might just mail one item or a group of 
items unsorted and unwrapped and so on. 

Now getting back to page 12 of your report you mention a minimum 
rate there in the next-to-the-last paragraph of 14 cents as proposed 
by the Post Office Department itself in 1947. Has there been any 
evidence or statement by the Post Office Department at this time to 
indicate that they could not properly handle or administer a rate of 
1 cents on third-class bulk mailing? 
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Mr. Mayer. To my knowledge not before this committee, Mr. 
Hagen. The statement was made before the Senate committee in 
its final hearings last summer, I believe, when a suggestion of the cent 
and a quarter was made before Senator Johnson’s committee. The 
post office at that time said you could not administer a 1% cent rate. 

Mr. Hagen. Why; did they have any reasons? 

Mr. Mayer. Because of the necessity, if | remember correctly, and 
I do not wish to quote them because I am not positive I am quoting 
correctly, it was a question of the postage meters. It was a question 
of postage meters of which there are 100,000 in operation, and they 
would all have to be changed so that they could mark a quarter-cent 
stamp. There are three ways of handling bulk mail. You can write 
into a bill that bulk mail can carry only a printed indicia, which 
is one of the methods; you can print a quarter-cent stamp—— 

Mr. Hacen. Or a cent and a quarter stamp? 

Mr. Mayer. Or a cent and a quarter stamp, and the third way is 
through the postage meter under section 3466. Today when you use 
a postage meter for section 3466 you have to put a little slug on top 
of the meter which says “3466,” and that prints automatically at the 
same time it prints 1 cent or 1% cents or whatever is on the meter. 
As part of that slug, at a very small cost, the mailer could not only 
say section 3466, he could say, “‘surcharge added—one-quarter cent 
additional paid,” or anything else. The meter company has said 
they can change their meters. It will probably be expensive to 
change 100,000 meters, but that is not immediately necessary. 

Mr. Hacen. On page 12 the Department also recommends this rate 
of 1% cents for bulk mail and says it is practical and feasible, so I do 
not suppose they are going to come in now and say it is not feasible? 

Mr. Mayer. I hope not. 

Mr. Hacen. Because that statement was made by one of the assist- 
ants, I believe? 

The Cuatrrman. Any questions, Mrs. St. George? 

Mrs. St. GeorGe. No questions. 

The Cuairnman. Mr. Gross? 

Mr. Gross. Since the Postmaster’s curtailment order, has it been 
your experience that the Post Office service has improved or become 
worse? 

Mr. Mayer. I think it is safe to say that the postal service has be- 
come worse. 

Mr. Miuuer. I would like to get this information. We hear from 
time to time about the efficiency of the Canadian postal service. Do 
they have a comparable bulk-mailing system in Canada, do you know? 

Mr. Mayer. Mr. Miller, that is a leading question. On April 2, 
1951, the Canadian post office very calmly, after 5 days’ notice, 
doubled the bulk rate from 1 cent to 2 cents without any hearings 
being held or any legislative action being taken. 

The CuairmMan. What is the first-class letter rate? 

Mr. Mayer. The first-class letter rate today is 3 cents in a province 
or a local mail and 4 cents between provinces. 

Mr. Mituer. Their l-cent bulk mail goes inter province or intra? 

Mr. Mayer. It goes all over, inter or intra. 

Mr. Mitier. Do you do much business in Canada? 

Mr. Mayer. Yes; I do know a little bit about it. I know there 
was a terrible feeling of shock and chagrin on the part of the Canadian. 





POSTAL RATE REVISION 639 


mailers that the Post Office Department doubled the rate. We are 
very pleased that we have a chance to at least come and express our 
views before rates are changed in this country. 

The CHarrMan. Are there any other questions? 

Thank you very much, Mr. Mayer. 

Mr. Mayer. Thank you, gentlemen. 

The CuarrMan. Our next witness is Mr. Claude Grizzard, Grizzard 
Advertising Co., Atlanta, Ga., representing the Mail Advertising 
Service Association. 


STATEMENT OF CLAUDE GRIZZARD, GRIZZARD ADVERTISING 
CO., ATLANTA, GA., REPRESENTING THE MAIL ADVERTISING 
SERVICE ASSOCIATION 


Mr. Grizzarp. Mr. Chairman, our statement is for the record. 
With your permission | will just make a short summary. 

The CuHarrRMan. Let it go in the record. 

(The statement is as follows:) 


STATEMENT SURMITTED BY CLAUDE GRIZZARD FOR THE Maint ADVERTISING 
SERVICE ASSOCIATION 


My name is Claude Grizzard, of Atlanta, Ga. I am representing here the Mail 
Advertising Service Association, an organization of 795 business enterprises 
producing service for users of mail advertising. 

In the welter of discussion surrounding the proposed postal rate increase, as it 
relates to third-class mail, one big question has not been considered carefully 
enough. 

That question is: Who gets hurt, if third-class rates rise 100 percent—or if 
they rise at all, as a matter of fact. 

The answer to that question needs to be given—right now. It needs to be 
understood, clearly and explicitly, if this proposed rate increase is to be considered 
on a basis of true and proper evaluation. Because, if the damage such an increase 
would cause exceeds the benefits it would yield, the increase would be unthinkable. 

It is our purpose, in this story, to show who stands to be hurt by a third-class- 
mail rate increase at this time. And the guy who stands to get hurt is Little Joe. 

Who is Little Joe? He’s all around you-—at home, at work. He’s so numerous, 
so common, you may lose sight of him, because you take him for granted—like 
the air you breathe, the water you drink. 

Little Joe is the man who services your car at the gas station, the guy who 
cleans your furnace. He compounds your prescriptions at the drug store, delivers 
the groceries for your table. He measures you for a suit of clothes, furnishes 
insurance protection for your home, your car, your valuables. 

He’s the man who sells you a toaster or repairs your washing machine; who 
recaps your tires when rubber is short, who keeps you car, your truck, or your 
tractor running when you need it most. 

Little Joe is the personification of little business—the millions of little estab- 
lishments of every kind which compose the very fabric of our national economy. 

He typifies, as well as anyone could, the American virtues of energy, enterprise, 
and initiative that built our Nation. And, if he sinks as a class, good-by free 
enterprise. 

Little Joe operates in a neighborhood, with the people close around him, or 
perhaps Little Joe finds his customers scattered thinly over a large area. To 
reach them, to tell them of his wares, his services, he can’t use the big metropolitan 
newspapers. He can’t use big radio, nor television, nor yet the magazines. He 
must use an inexpensive medium, a direct medium, trimmed to his own size—a 
selective medium which permits him to tell his story directly to you. That way, 
he doesn’t waste his ammunition; he doesn’t pay for circulation which he can’t use. 

Now, ever since Little Joe has operated in this country, from the very beginning 
of our greatness as a Nation, he has been able to use a service which good govern- 
ment provided—third-class mail—to carry his advertising messages to the home, 
directly, and at low cost. 
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Little Joe has built his business around this low-cost postal service. It is his 
advertising medium, the only one he has. And all the Little Joes combined would 
account for a very large percentage of all bulk mail. 

Most third-class bulk mail is used by Little Joes. The Mail Advertising Service 
Association, for which I speak, is a 30-year-old national organization which now 
has 795 members. In the total industry, sometimes called the letter-shop busi- 
ness, are an estimated 3,200 concerns, of which MASA members are the largest 
concerns. This industry exists largely to serve Little Joe. Out of the 795 mem- 
bers of MASA, 548, (approximately 68 percent) do a business of less than $25,000 
per year; 186 (23 percent) do an annual business of between $25,000 and $100,000; 
61 (9 percent) do over $100,000 business per year. 

And these are the “‘large’’ shops of the Mail Advertising Service industry. 

In addition to this lettershop group, there are some 30,000 printing and publish- 
ing industries in the country; of fhese, about 2,500 have 50 employees or more. 
In other words, more than 90 percent rate as small business. They produce most 
of Little Joe’s advertising. 

I regret we have no figures on the subject, but there can be no doubt about the 
fact that Little Joe produces a lot of his own mail advertising. In fact, it is be- 
cause he can produce it himself that Little Joe uses mai! advertising in many cases. 

In this business, a job of addressing and mailing 10,000 pieces of mail for one 
customer is considered a mighty nice order. The ‘“‘average’’ prospect list, if there 
is such a thing, would certainly be a matter of a few hundred names. 

We estimate that there are in the neighborhood of a million users of third-class 
mail for advertising purposes. 

Out of 2,400,000 retail, wholesale, and service establishments, only 55,000 
(about 1 in 50) has as many as 20 employees. In manufacturing, about 40,000 
concerns, which is one in six, have 50 or more employees. 

Thus, the vast majority of direct mail’s million users are really Little Joes. 

Here are examples which I believe are typical uses of mail advertising. [Intro- 
duces samples mounted on chart.] 

Small businesses make up nearly all the third-class-mail users there are. And, 
oddly enough, big business is not big in its use of mail advertising. Big adver- 
tisers spend their big money in newspapers, magazines, radio, television. The 
fact is that, among large advertisers, mail advertising is regarded as the local 
dealer’s responsibility as a consumer-contact medium. 

So, it is Little Joe who will be hurt by 2-cent bulk mail. But, if it is necessary, 
Little Joe will try to adapt himself, just as he will to other conditions—shortages 
of materials, higher taxes, personnel problems, price controls, wage controls, 
rationing—to substituting the sale of services for the sale of products, and so on. 
We bow to these conditions as unavoidable and as fair to one as to another. But 
is the 2-cent minimum bulk-mail rate fair and equitable? Is a 100-percent in- 
crease, on a service Little Joe has come to depend on, fair and equitable? 

Small business really needs a boost in times like these to help it survive. A 

strong economy is our best defense. Maybe Little Joe should react by increasing 
his advertising and selling efforts, because it is simple economics that consumer 
pees power not channeled into demand for available goods and services 
»ecomes inflationary. But history suggests that Little Joe would not react by 
increasing his advertising and selling efforts. And 2-cent bulk mail may well 
mean less total revenue than l-cent mail. For example, the little handbills or 
mimeographed sheets Little Joe uses to advertise his grocery items to his neigh- 
borhood customers—against the big, smashing, couble-spread metropolitan 
newspaper spreads used by the big national chain stores—is practical for Little 
Joe, because it’s cheap. It cost him, let’s say, 1 cent to produce, and 1 cent to 
mail. He mails 1,000 weekly at a cost of $20. So, we jack up the postal rates, 
and Little Joe finds that it now costs him $30 instead of $20—$520 a year more— 
for exactly the same ads, going to the same people, in the same numbers. 

The last 3 years have seen steadily rising costs in the production of direct-mail 
advertising. The result has been larger dollar volume of production, but in 
certain comparatively large printing and direct-mail production operations an 
actual decline in number of pieces produced. 

In the statement of Fred A. Prince, Prince & Co., Inc. reported on page 1109, 
volume 2, of the hearings before this committee on H. R. 2945, April, May, and 
June 1949, appears these figures: “In 1948, owing to the greatly increased cost 
of labor and materials in the graphic arts industry, the cost of direct mail increased 
on an average of 15 percent. he volume dropped 26.8 percent. Price increase 
alone can be charged for this decrease.”’ , 

Little Joe is in a tight spot in this matter of postal rates. If printing prices 
go up, he uses one color instead of two, or smaller sizes, cheaper stock. If address- 
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ing prices go up, he can turn to mechanical addressing, which, incidentally, is 
exactly what Little Joe has done since the war. 

By applying new methods—-syndicated materials, mechanical addressing, 
scheduled mailings, ete.—Little Joe has been able to hold his direct-mail adver- 
tising costs down astonishingly well. 

But what can he do to escape a 100-percent boost in postage? 

There is a thing he can do—and it worries us in the mail-advertising service 
industry—Little Joe can turn to house-to-house distribution. Admittedly, it 
isn’t very good advertising. It is wasteful and less effective. It lacks the 
me-to-you personal touch of direct mail. But it is cheaper than two-cent postage. 

If house-to-house distributors can handle Little Joe’s advertising so cheaply, 
why can’t the post office do as well, particularly since it is only a side line, un 
overhead absorber? 

The proposed bill eliminates the ‘‘bulk mail” classification. Its effect, practi- 
cally, is to establish a rate of 2-cents for third-class mail. There is no way by 
which the mail advertiser can earn a lower rate for a lesser service. The post- 
master’s figures for the year 1948 indicated that, out of some 7,600 million pieces 
of third-class mail, nearly 5,500 million (over 70 percent) was bulk mail. This 
would indicate that Little Joe liked to get the lower rate by doing some of the 
post-office work himself. 

So, the proposed 2-cent minimum on bulk mail is unfair in the sense that it 
drives Little Joe into a corner. 

If Little Joe even had a way out by using post cards, it might not seem quite 
so hopeless. Little Joe uses a lot of post cards (apparently well over 4 billion, 
because the postmaster remarked that post cards were very largely used for com- 
mercial purposes). 

I suppose we can’t consistently deliver a piece of first-class mail for a penny 
while charging 2 cents for a presorted, prepackaged, deliver-at-leisure piece of 
third-class mail. I think Little Joe would be happy though if the post office 
would handle something which would do the job for him on some kind of lower- 
price-for-less-service basis. 

Little Joe, and we who serve Little Joe and share his hurts, believe that a 100- 
percent boost in any price at any time is a big boost. We think that, considered 
in relation to other postal-rate increases, that 100 percent on bulk mail is not 
equitable, not a fair distribution of the higher costs of post-office operation. 

May I sum up the representations of the Mail Advertising Service Association 
in this way: We are concerned with third-class mail as the class under which 
comes most mail advertising matter and with post cards as used widely in mail 
advertising. 

Mail advertising is the advertising used by small business. It is not used 
exclusively by small business but small business uses the bulk of it. 

The proposed minimum rate of 2 cents on each piece, being a 100-percent in- 
crease, imposes a heavy tax on the smal!-business man’s constant effort to survive 
and more particularly so under the difficult conditions of business today. 

That increase in the cost of his advertising seems unfair because it allows no 
alternative. It is also unfair considered in relation to the postal increases pro- 
posed for other classes of mail. 

It is our considered opinion that the result will be a substantial decrease in the 
use of the mails to carry mai! advertising to the great harm of members of the 
mail-advertising industry and its employees. Inasmuch as mail advertising has 
become an important device of modern business, we also believe a decreased use 
of mail advertising is not in the interest of the Nation’s economy. 


Mr. Grizzarp. My name is Claude Grizzard of Atlanta, Ga., and 
I represent the Mail Advertising Service Association. This is an 
organization of small businesses who produce and mail for other 
mailers. We have about 795 members, and 68 percent of these 
members do less than $25,000 a year. About 23 percent of them do 
$25,000 to $100,000 a year. 

The CuarrMaANn. You mean total business? 

Mr. Grizzarp. Total business. 

Now, these mailers are 3,200 letter shops located all over the 
country; so I am speaking for little people. The rest of this 3,200 
in addition to our 795 are in most cases smaller businesses than those 
represented in our association. We are naturally concerned with the 
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provisions that will raise the bulk rates from 1 cent to 2 cents, and 
also will double the post-card rate because all of these organizations 
are doing business with people who use those media as their greatest 
advertising avenue. 

Now, our customers are largely small business. Of course the 
users of third-class bulk mail are largely small businesses. There 
are estimated to be a million users of bulk mailing in the country. 
There are only about 45,000 manufacturers who employ more than 
50 people, and only about 55,000 retail, wholesale, and services that 
employ more than 20 people. So that accounts for only 100,000 
businesses, and the other 900,000 users have to be small businesses. 

Now, our clients include not only small businesses but they include 
associations, lodges, churches, veterans’ organizations, civic groups, 
who use third-class mail for their notices and for their communica- 
tions between members. We also have fund-raising organizations 
such as the Red Cross, the Community Fund, the Tuberculosis 
Association, and so forth that we mail for who are users of this bulk 
mail. The thing that we are concerned about, we feel that this 
increase, if it is made as drastic as it is proposed, will more than likely 
put us out of business, because this is 100 percent of our business 
and we cannot but shudder as we think of the consequence if we were 
to raise our prices on some items of our service 100 percent. The 
trade would just not absorb it. 

As to whether or not they would go to some other medium is a 
question. In our case with our clients the corner drug store, the 
grocery store, they have no possibility of going to any other medium. 
If you take and analyze any newspaper, you will see that only the 
big people can use the newspapers. Out of 800 grocery stores in 
Atlanta, there were 9 grocery stores advertising last Thursday in the 
Atlanta Journal, and they were practically all chain operations. An 
individual grocer has to compete with that througb circulars which 
he more than likely will mail. He might go to a house-to-house 
distribution, but they certainly would cut their use of the mail if this 
100-percent increase went through. 

Now we realize that there has been an increase in costs, and we 
want to be realistic about the matter, and we think perhaps some 
increase in rates is justified, but we do not think that it is sensible 
to double rates in order to increase revenue when doubling rates is 
going to drive people away from the use of the mails. 

I would like just to summarize the closing paragraph of our state- 
ment. May I sum up the representations of the Mail Advertising 
Service Association in this way: We are concerned with third-class 
mail as the class under which comes most mail-advertising matter 
and with post cards as used widely in mail advertising. 

Mail advertising is the advertising used by small business. I+ is 
not used exclusively by small business, but small business uses the 
bulk of it. 

The proposed minimum rate of 2 cents on each piece, being a 
100 percent increase, imposes a heavy tax on the small-business 
man’s constant effort to survive and more particularly so under the 
difficult conditions of business today. 

That increase in the cost of his advertising seems unfair because 
it allows no alternative. It is also unfair considered in relation to 
the postal increases proposed for other classes of mail. 
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It is our considered opinion that the result will be a substantial 
decrease in the use of the mails to carry mail advertising to the great 
harm of members of the mail-advertising industry and its employees. 
Inasmuch as mail advertising has become an important device of 
modern business, we also believe a decreased use of mail advertising 
is not in the interests of the Nation s economy. 

The Cuatrman. Any questions, Mr. Davis? 

Mr. Davis. Mr. Chairman, I am acquainted with Mr. Grizzard 
and know him to be a reliable businessman. While I do not have 
any questions to ask him, I do want to make this observation: that 
he has presented the situation with reference to his business and those 
he represents in a very interesting and convincing manner. 

The CuarrmMan. Are there any other questions? Mr. Corbett? 

Mr. Corsert. I have felt that, even though it is a service which 
does lose money, it is one of the types of postal business which gener- 
ates a great many first-class letters; it generates money orders; it gen- 
erates parcel post, because it is the advertising generally of something 
which ts later mailed, and I think the best testimony that any of these 
gentlemen opposing this great increase could advance would come 
from the distributing agencies in the cities that are very hopefully 
waiting to have the cost of third class raised to a minimum of 2 cents 
because they are delivering now generally at the rate of $8 a thousand, 
and I rather think the gentleman’s testimony is correct that the door- 
to-door distributing companies, many of whom have uniformed em- 
ployees, would simply take this business away from the post office. 
In fact, they are doing it anyhow, because they do not have the costs 
of addressing, along with the cost of the postage. I think that here, 
as much as anywhere in the whole bill that is suggested, we have a 
possibility of the increase being asked being much too high. 

The Cuarrman. Thank you very much, Mr. Grizzard. 

Mr. Grizzarp. Thank you, gentlemen. 

The CuarrMan. The next witness is Mr. Philip G. Rettig, director, 
research services, National Society for Crippled Children and Adults, 
Inc., Chicago, Il. 


STATEMENT OF PHILIP G. RETTIG, DIRECTOR, RESEARCH SERV- 
ICES, NATIONAL SOCIETY FOR CRIPPLED CHILDREN AND 
ADULTS, INC., CHICAGO, ILL. 


Mr. Rerrtic. Mr. Chairman and members of the committee, I have 

a prepared statement which I would like to introduce for the record. 
The CuarrMan. It will be inserted in the record at this point. 
(The statement is as follows:) 


STATEMENT SUBMITTED BY Pattie G. RETTIG FOR THE NATIONAL SOCIETY FOR 
CRIPPLED CHILDREN AND ADULTS 


Mr. Chairman and members of the committee, my name is Philip G. Rettig. 
I am director of research services of the National Society for Crippled Children 
and Adults. Our national office is located in Chicago, Ill. I also reside in Chicago. 
I am conscious of and sincerely sympathetic with the many problems confronting 
this committee in its review of postal rates. I am here today to bring before your 
committee certain facts and problems concerning the services of a charitable and 
philanthropic organization and the effect an increase of their postage costs would 
have on the services offered by our organization and other charitable organi- 
zations. 
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The National Society for Crippled Children and Adults is a Nation-wide 
federation of some 2,000 State and local societies which offer services to crippled 
children and adults in every State in the Union, the District of Columbia, Alaska, 
Hawaii, and Puerto Rico. The national society is a charitable and philanthropic 
organization, and has qualified under chapter 1, section 101 (6), of the Internal 
Revenue Code. 

The national society has a broad program of health, welfare, education, recrea- 
tion, rehabilitation, and employment services for crippled persons. We strive 
to meet the unmet needs of this vast segment of our population which needs 
help. We do not duplicate the work of any other private or public agency. 
The service program of the National Society and its affiliates throughout the 
country is established and carried out in harmony with Federal, State, and local 
governmental agencies, and other private agencies offering services to crippled 
persons. Our program is based upon the philosophy that crippled persons are a 
normal and ever-present part of society and, as such, are therefore entitled to every 
opportunity to make their contribution to society as useful citizens and to the 
limit of their abilities. 

Our program includes location of cases; diagnosis and physical correction; 
adequate education—cultural, academic, and vocational; recreation facilities and 
opportunities for a normal social life; vocational training and placement; research 
and prevention; and public education for a better understanding of the problems 
of crippled persons. 

Our program is an ambitious one, but the needs of crippled children and adults 
are great. Unfortunately, the most seriously crippled children are not always 
found in families with the greatest financial resources to provide adequate and 
expensive care and treatment for them. Restrictions placed on governmental 
agencies often exclude these children from their programs or limit the amount 
of care and rehabilitation they can receive. It is here that the national society 
and its affiliates are challenged and required to provide care and treatment. 
Such a program is expensive, and the extent to which we can carry it out depends 
upon the amount of funds which we ean secure. 

During the past few years our ability to serve crippled children and adults 

has enjoyed an encouraging growth. This past growth has been greatly facili- 
tated by our use of third-class mail. Our future use of third-class mail at its 
present rate will be an important factor in our ability to continue to serve crippled 
9erTsons. 
: The services of the national society and its State and local units are financed 
almost exclusively through the annual Easter Seal appeal. Each year, during 
the 30-day period prior to Easter, our State and local units mail appeal letters 
to individuals in their respective States and local communities. These Easter 
Seal letters tell the people of the Nation of the needs of crippled children and 
adults, how these needs are being met, and what must be done to continue to 
meet these needs, both present and future. Each piece of mail contains, in addi- 
tion to the informational letter, a sheet of Easter Seals and a self-addressed 
return envelope. 

These letters are a valuable instrument of publie education and information 
because they make a definite point to inform the public of the problems of crippled 
persons and of facilities and services available for them in the local community. 
In our everyday life it is much too easy to forget about these persons who are less 
fortunate than we may be; so we remind the public that there are crippled persons 
in the world, that they have many unmet needs, and that each of us can help them. 

This mass annual mailing is also a very valuable case finding and location device. 
Nearly all of our societies incorporate in each letter the following statement: “If 
you know a crippled child or adult who is not receiving care and treatment, won’t 
you please tell us.” Each year, through this short sentence, we find many persons 
who are in need of additional services and who did not know or were uncertain 
as to where or to whom they should turn for help. Upon their discovery we are 
able either to provide services for them or to arrange for their care and treatment 
through another agency. 

The national society is now in its thirtieth year of service to crippled persons. 
We have just completed our eighteenth annual Easter seal campaign. Present 
available reports show that we placed about 27 million letters in the mail during 
the 30-day period prior to Easter. These letters were mailed in accordance with 
the present regulations governing third-class mail and at the rate of 1 cent each. 
Should this committee favorably report section 3 of H. R. 2982 and should the 
Congress pass this bill, our postage costs would be increased by $270,000 next year 
on a comparable mailing. It is not enough for us to say so flatly that our postage 
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costs would be increased. It is more real for us to say that crippled children 
and adults throughout the country could be deprived of $270,000 in service now 
available to them. This $270,000 is the equivalent of the total annual salary of 
some 90 physical therapists. We are confident that it is not the intent of this 
committee, or of the Congress, to deprive thousands and thousands of children 
and adults of the needed care these therapists can and are giving these crippled 
children and adults. 

Becoming more specific, I would like to give you some examples of the services 
thai might have to be discontinued in some States should our postage costs be 
doubled. 

Las! August the Kentucky society opened the new Cardinal Hill Convalescent 
Home ai Lexington. Here, following surgery or other corrective measures, 
crippled children are given care and treatment enabling them to return to their 
parents and homes. Enactment of H. R. 2982 will cost the Kentucky society 
an additional $2,750 next year and could deprive crippled children of some 275 
days of convalescent care at this home. The identical services provided crippled 
children at the Cardinal Hill Convalescent Home are not offered by any other 
agency in thai area of the State. 

In Miami, Fla., our local socieiy operates a cerebral-palsy treatment center 
where children receive physical therapy, occupational therapy, speech therapy, 
and other care and treatment which is designed to enable them to attend regular 
school and to eveniually become produciive and contributing members of society 
rather than tax consumers. The proposed increase in posiage raves would cost 
our Florida society $3,620 in additional postage next year. This increased cost 
is equal 10 3,620 physical-therapy treatments for crippled children within that 
Staie. 

Our Norih Dakota society operates a mobile speech and hearing clinic. Because 
the population of this Stave is widely scattered, this mobile program is fulfilling 
one of the most urgent needs of crippled children in the Siate. The proposed 
third-class-posiage increase contained in H. R. 2982 would necessitate the expendi- 
ture of an addivional $1,350 by our North Dakota society next year. This 
addiiional postage cost could deprive more than 1,000 children of the Siate of 
the speech and hearing iesis now being furnished by our North Dakoia society. 

In Minnesota our State society Operates a speech and hearing camp. Each 
summer crippled children are helped 10 overcome speech handicaps and hearing 
deficiencies. The $8,300 additional postage cost which would result from passage 
of H. R. 2982 could deprive crippled children of more than 2,750 days of attend- 
ance at this speech and hearing camp. 

Our Pennsylvania society operates several camps for crippled children where 
they receive physical therapy, speech therapy, and occupational therapy in addi- 
tion to the over-all benefits to be derived from the healthful stimulation of partici- 
pation in a camping program. The postage increase proposed in H. R. 2982 
would increase the costs of the Pennsylvania society by more than $19,000 and 
could deprive crippled children in that State of nearly 6,500 days of camping or 
more than 19,000 physical-therapy treatments now furnished in the camps or the 
many treatment centers operated throughout the State. 

In Iowa our society operates a cerebral-palsy treatment center in Des Moines. 
Here cerebral-palsied children could be deprived of the equivalent of nearly 
7,000 physical-therapy treatments since the proposed increase in third-class 
postage would cost this society an estimated additional $6,970 next vear. 

In Providence, R. I., our State society operates a cerebral-palsy treatment 
center known as the Meeting Street School. Although this is not one of the most 
»0pulous States in the country, the proposed postage increase would cost the 

hode Island society an additional $1,500 next vear and could deprive crippled 
children of 1,500 physical-therapy or occupational-therapy treatments. 

These examples are illustrations of some of the services which might have to be 
discontinued in specific States should H. R. 2982 be enacted. They are not 
examples from those States in which we have our largest mailings and where many 
more children could suffer a greater loss of services. 

We appreciate the necessity for improving efficiency within the postal service. 
All efforts directed toward putting the postal service on a sound financial] basis 
meet with our approval. However, I am certain that it is not the intent of Con- 
gress to curtail the activities of charitable and philanthropic organizations that 
perform vital and necessary services for the people of our Nation. I am confident 
that the increased revenue that the Post Office Department could derive from 
organizations such as ours cannot mean as much to the welfare of our Nation as 
do the services now made possible by this $270,000. 
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The handling of our third-class mail is somewhat unique because we are organ- 
ized on a State and community basis. It is not expensive for the post office to 
handle our third-class mail. It is sorted, tied, bagged, and delivered to local 
post offices in accordance with present regulations. It does not cross State lines 
and very frequently is delivered directly to the addressee by the post office in 
which it is deposited. 

Should the Congress increase the third-class-postage costs of charitable and 
philanthropic organizations as now proposed, many of these organizations may 
find it necessary to abandon the use of the mail or to greatly curtail their bulk 
mailings. Such action would eliminate or curtail the valuable and useful services 
these organizations are now furnishing the people of our Nation. If the National 
Society for Crippled Children and Adults discontinued its service program, it 
would mean that annually more than $7,000,000 worth of service or crippled 
persons would be eliminated. 

I do not believe that, in good conscience, we can deprive crippled persons of 
needed care and treatment unless, at the same time, we are prepared to provide 
an adequate and effective substitute for the present services. If voluntary agen- 
cies do not provide these needed services, the public is almost certain to turn to 
the public agencies for them—which could mean an increase in taxation and the 
appropriation of tax funds. 

This spring the Post Office Department enjoyed an income of some $270,000 
from our Nation-wide Easter Seal mailing. In turn this large mailing generated 
more than 6 million pieces of first-class mail—letters forwarding contributions to 
our State and local societies—from which the post office realized more than 
$180,000, on what is an acknowledged profitable operation for the Department. 
Elimination of our mailing operation could not only deprive crippled persons: of 
millions of dollars of needed service but would also deprive the Post Office Depart- 
ment of some $450,000 of revenue. 

The loss of services for crippled persons and the loss of post-office revenue 
described herein are only those resulting from the operation of the National Society 
for Crippled Children and Adults. It is easy to realize that an inerease in the 
cost of third-class mail could cause charitable and philanthropic organizations to 
curtail their operations to such an extent that the recipients of their services 
would be deprived of tens of millions of dollars of service and that the Department 
would be deprived of millions of dollars of revenue annually. 

We recommend and respectfully urge this committee to amend section 3 of H. 
R. 2982 to enable charitable and philanthropic organizations, exempt from 
Federal taxation under chapter 1, section 101 (6) of the Internal Revenue Code, 
to retain the present third-class bulk mailing rate of 14 cents per pound with a 
minimum fee of | cent per piece. 

When a measure similar to this bill was being considered during the last Con- 
gress we discussed the administration of this proposed exemption with a respon- 
sible representative of the Office of the Assistant Postmaster General and were told 
at that time that the proposed plan was administratively feasible and practical 
and that today there are ample precedents for such a classification of mailing, 
particularly in second-class mail. 

The bulk third-class mailing by charitable organizations is accomplished through 
the obtaining of the prescribed mailing permit and the prepayment of the appro- 
priate amount of postage. We suggest that a charitable organization desiring 
to avail itself of this l-cent rate would file with its application for a third-class 
bulk mailing permit an attested true photostatic copy of the letter of exemption 
issued to it and signed by the Deputy Commissioner of Internal Revenue by 
authority of the Commissioner. With its application the charitable organization 
would also file an affidavit by an authorized officer of the organization stating that 
the letter of exemption is, as of that date, in full force and effect. The post- 
master, in making charges against the prepaid postage deposit made by the permit 
holder, would debit the charitable organization at the rate of 1 cent per piece 
rather than an increased rate. This procedure would in no way add any addi- 
tional bookkeeping costs to the operation of the Post Office Department nor does 
it further complicate the operation of the Department since bulk mailing of this 
kind can use a printed postxge indicia rather than stamps purchased from the 
Department. 

It will be observed that in the proposed exemption procedure the Post Office 
Department avails itself of the investigation and adjudication made by the 
Bureau of Internal Revenue in granting tax-exemption status to charitable and 
philanthropic organizations so the Department will not be burdened with either 
investigation or adjudication. It will also be observed that the exemption 
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requested applies to only 1 of the 19 different classifications of tax-exempt organi- 
zations. This one group, subsection (6), contains those organizations which are 
primarily charitable and philanthropic in character and purpose. The organiza- 
tions qualifying under subsection (6) are relatively small in number and, as a 
result our recommended amendment of H. R. 2082, will in no way be opening the 
present bulk third-class mailing rate to abuse by a large number of organizations. 

Through the years the Congress has recognized the unique position of charitable 
and philanthropic organizations by excluding them from the application of certain 
taxes and by encouraging both personal- and corporate-tax payers to financially 
support them through special tax-saving provisions for contributions made to 
them. Upon this precedent and upon the merits and values of the services 
now being rendered by the charitable and philanthropic organizations throughout 
the country, I respectfully urge, in behalf of the 9,000,000 crippled children and 
adults in our Nation and the 50,000 volunteer board and committee members of 
the national society, that the members of this committee recommend that. charita- 
ble and philanthropic organizations be exempt from any increase in the third-class 


postage rate. 

Mr. Rertic. My name is Philip G. Rettig. I am director of 
research services of the National Society for Crippled Children and 
Adults. We are a nonprofit corporation, charitable and philanthropic 
corporation, qualified under section 101 (6) of the Internal Revenue 
Code. We offer broad services of health, welfare, education, recrea- 
tion, rehabilitation, and employment throughout the country for 
crippled children and adults. 

The CuarrmMan. How old is your organization? 

Mr. Rerria. We are 30 years old, sir. Iam confident that most of 
you are familiar with our work throughout the country. We have 
State societies in every State of the Union, Alaska, Hawaii, the 
District of Columbia, and Puerto Rico, in some 2,000 local units 
throughout the country. 

Now we have a very ambitious program. However, the needs of 
crippled children and adults throughout the country are very great 
and consequently to meet these needs in any way we must have an 
ambitious program. During the past few years we have shown a very 
encouraging growth in the services we have been able to render for 
crippled persons. We must say that we attribute this to a greater 
fund-raising capacity through greater use of third-class mail. 

During the 30-day period prior to Easter each year we mail 
letter to families throughout the country. This letter is an informa- 
tional letter. It tells these people that there are crippled children in 
this country and that they have needs and how we can help them. 
It is an educational letter. Within each letter we enclose a sheet of 
these seals. This is not merchandise being offered for sale; it is not 
unsolicited merchandise. We do not sell these seals. We do believe, 
however, that the seal is an educational device. Each one carries a 
little exhortation on it to help crippled children. That envelope also 
contains a return envelope. Now, last year we mailed approximately 
27,000,000 of those letters throughout the country. That is a large 
mailing and represents $270,000 in revenue for the Post Office Depart- 
ment. It is a somewhat unique mailing. 

The Cuatrman. How much did you get in return? 

Mr. Rerriac. I cannot give you the exact figures, Mr. Chairman, 
because the campaign is actually still under way, but somewhere 
between $6 and $7 million; I can say that with assurance. 

Mr. Mitier. What percentage do you get back? I do not mean 
in dollars but percentagewise? 

Mr. Rerric. Our estimate is somewhat in excess of 6 million 
responses, 
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The CuHarrMan. You spent $270,000 in postage sending out these 
letters with the seals and you have gotten back $6 or $7 million? 

Mr. Rerric. Between $6 and $7 million will be the final return. 

Now, should H. R. 2982 be enacted into law as presently drafted 
it would mean that the postage costs of our societies would be increased 
by a total of $270,000 next year. Now, we are not a business; we 
do not absorb that through an increased price of product or anything 
of that kind. What it does mean is that $270,000 worth of service 
for crippled children and adults in this country would have to be 
curtailed; it would have to be eliminated. What does that buy for 
us? It is quite interesting to take a look at that and see just what 
that does mean. 

Down in Kentucky this last fall, or last spring, rather, we opened 
a new Cardinal Hill Convalescent Home with a capacity of 80 children. 
Down there, crippled children, after surgery or other corrective 
measures, are given convalescent care. Their postage would be 
increased about $2,750 next year, and that would mean that 275 
days of convalescent care would have to be eliminated. 

Down in Miami, Fla., we just recently opened a cerebral-palsy 
treatment center in Dade County. The Florida mailing would be 
increased about $3,620, and that would mean that 3,620 physical- 
therapy or occupational-therapy treatments would have to be 
discontinued. 

Out in North Dakota we have a program that we are very proud of. 
It is a mobile speech and hearing clinic which tests speech and hearing 
and does a certain amount of correction for children living in the rural 
areas of that State. The proposal of increase in 2,982 would mean an 
additional postal cost of $1,350. It would eliminate tests for more 
than 1,000 school children out there. 

Up in Minnesota we have a speech and hearing camp that operates 
in the summertime. Their hearing deficiencies and speech involve- 
ments are corrected. Their postage bill next year would be increased 
about $8,300. We could not raise the price of the product, and the 
poor consumers in this case would be the crippled children. 

The CuarrMan. Do each of these institutions do their own soliciting, 
send out their own seals? 

Mr. Rerria. Yes, sir. In Minnesota, 2,750 days of attendance at 
this camp would have to be eliminated. 

In Pennsylvania we operate a great number of summer camps for 
children. Here children receive physical therapy, occupational 
therapy, and speech therapy in addition to the over-all benefits to be 
derived from the healthful stimulation of participation in a camping 
program. We all know what that means for a normal child, where it 
means ever so much more for the handicapped child. The postage 
increase in Pennsylvania would be $19,000, which would be equivalent 
of 6,500 days of summer camping for children. 

In Iowa we have a cerebral-palsy school. The increase in postage 
there would be the equivalent of about 7,000 physical-therapy or 
occupational-therapy treatments. 

In Providence, R. I., we have another cerebrai-palsy school; and, 
though Rhode Island is not one of our most populous States, just 
the same the increase in postage costs would mean about 1,500 
physical-therapy treatments that would have to be discontinued. 
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Now, I have been asked two questions about the mechanics of this 
mailing. Each State does its own mailing. In many instances each 
community does its own mailing. Not one letter of these 27 million 
that I mentioned crossed a State line last year. I regret that I do 
not have the exact figures available, but a surprisingly large percentage 
of these letters is distributed directly from the post office in which 
they are initially deposited. The reason for that is that we do a 
decentralized mailing, and use volunteers to do our mailing. So, 
actually, it is a very cheap mailing for the Post Office Department to 
handle. 

Mr. Mruuer. May I ask this? Where are the letters made up, 
stuffed and addressed and prepared? Are they addressed centrally 
or is that decentralized? 

Mr. Rerrie. In some States they are addressed at one location. 
In the majority of the States that is done on a decentralized basis. 

Mr. Miuuer. In other words, I do not know whether you use the 
system, but a service club that I belong to is interested in the “Y.” 
Somebody sends them down a whole slew of these letters, and the 
stuff is prepared and they address them. Is that the way you work? 

Mr. Rerric. No, sir; we do not. I mentioned Dade County, 
Miami, Fla. In Miami, Fla., a group of women do the addressing 
of the envelopes. 

Mr. Mituer. Do they stuff them? 

Mr. Rerria. The Miami firemen stuff the envelopes. The fire- 
men also do the work in other areas. We have service clubs doing 
the work. We have Boy Scouts and Girl Scouts do it as a service 
activity. The board of the national society is comprised of busi- 
nessmen throughout the country. They have given this matter very 
serious consideration. On that board we have a former Governor 
of the State; we have a man who was president of the largest broad- 
casting chain in the country. They are a group of men whom you 
would normally expect would say that the post office should pay its 
way. However, they also realize that the Congress of the United 
States, through the years, has looked upon charitable organizations 
as being in a somewhat different position. There is a precedent for 
different treatment of charitable organizations. Our Internal Reve- 
nue Code has encouraged the public and corporations to make con- 
tributions to charitable organizations through the years byspecial 
tax-savings exemptions. 

We propose that charitable organizations exempt from Federal 
taxation under section 101 (6) of the Internal Revenue Code be 
granted an exemption from an increase in third-class mailing rates. 
Now, that is not working a hardship on the Post Office Department. 
When a measure similar to this biJl was proposed in the last Congress, 
we discussed the administration of this proposed exemption with a 
responsible representative of the Office of the Assistant Postmaster 
General and were told at that time that the proposed plan was admin- 
istratively feasible and practical and that today there are ample pre- 
cedents for such a classification of mailing, particularly in second-class 
mail. 

Our mailing is done through the use of the mailing permit for which 
we pay $10. Our mail is delivered to the post office. A charitable 
organization exempt from Federal taxation under section 101 (6) of 
the Internal Revenue Code in making application for its bulk-mailing 
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ermit could present with its application a photostatic copy of its 
letter of exemption as issued by the Bureau of Internal Revenue. It 
could also, with that letter, present an affidavit that that letter of 
exemption is still in full force and effect. We would then receive the 
permit from the post office; we would make our deposit for our pre- 
payment of postage. When our tickets and our counts on our mail 
were tabulated and debited by the post office, they would be debited 
at 1 cent rather than the proposed new rate in 2982. 

This matter has been discussed with the Post Office, and I again 
want to repeat that they have told us it was administratively feasible, 
although they also told us it was a matter for determination by the 
Congress of the United States. 

Mr. Mixier. Mr. Chairman, let me ask this question. Under the 
exemption that you get from section 101 (6), 1 believe, does that set- 
up or is the granting of that dependent on the salaries paid to officers? 

Mr. Rertia. It is some time since I have seen an application which 
is used on that. I believe it does. That also is generally governed 
by the statute in every State for a nonprofit organization. In our 
organization we do not have a single officer who receives 1 cent of 
compensation. 

Mr. Miuier. The reason I mentioned that is because some of us 
have booted that thing around, and we come up against a nonprofit 
organization that does a great deal of good, but we are informed that 
some of the officers in the association draw salaries up to $60,000 a 
year. 

Mr. Rertia. I see. 

Mr. Mituer. Now, I asked a man in the commercial field who was 
making the plea for a magazine that was purely educational, or one 
that disseminated information, carried no advertising, be given this 
same preference that you are asking for. I asked him whether or not 
he would accept a limitation on the salaries of the officers in order to 
qualify that they would not receive more than the salary paid, for 
instance, to a Member of Congress. He said, ‘‘No; we could not do 
that because you trade places with me, and you will understand.” 

I thought I understood before I asked my question. There were a 
number of organizations such as yours, such as aid to the blind, the 
Tuberculosis Association, the cancer people, they are all going through 
itnow. I think Father Flanagan’s school for boys sends them out. 

Mr. Rertia. Two years ago, I believe. 

Mr. Mituier. Do you think that if some type of limitation like that 
were put on these organizations it would be effective? 

Mr. Rerria. I think that is very fair. I think such a limitation 
should be put on if it is not on at present. J believe that all of the 
organizations under section 101 (6) will have that limitation on them, 
but IT cannot speak with authority. 

Mr. Miter. I have not seen section 101 (6). 

The CHarrMan. There is no limitation. 

Mr. Rerria. There are 19 classifications of tax-exempt organiza- 
tions. Section 101 (6) does not include mutual-benefit insurance 
companies and things of that kind, but purely the charitable and 
philanthropic group. 

I was asked about the number of letters that are returned. Now, I 
mentioned the fact that we had a $270,000 mailing last year. That 
mailing is a good mailing for the post office; there is little handling 
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required. In return, that $270,000 generated $180,000 worth of 
first-class mail. Now, the $450,000 worth of revenue which the Post 
Office Department received through our activity, I believe, is some- 
what profitable to the Post Office Department. We generated 
$180,000 worth of first-class mail last year. 

Through the years the Congress has recognized the unique position 
of charitable and philanthropic organizations. 

The CuHatrMan. How much longer will it take you, Mr. Rettig? 

Mr. Rertiac. I have about a minute and a half, sir. 

The CuarrMan. All right, proceed. 

Mr. Rerric. Through the years the Congress has recognized the 
unique position of charitable and philanthropic organizations, by 
excluding them from the application of certain taxes and by encourag- 
ing both personal and corporate taxpayers to financially support them 
through special tax-saving provisions for contributions made to them. 
Upon this precedent and upon the merits and values of the services 
now being rendered by the charitable and philanthropic organizations 
throughout the country, I respectfully urge, in behalf of the 9,000,000 
crippled children and adults in our Nation and the 50,000 volunteer 
board and committee members of the national society, that the 
members of this committee recommend the charitable and philan- 
thropic organizations be exempt from any increase in the third-class 
postage rate. 

Thank you, Mr. Chairman. 

The CuarrMan. Are there any questions? If not, thank you very 
much. 

Mr. Rerric. Thank you very much, gentlemen. 

The CHAIRMAN. Our next witness is Mr. Charles L. Ashcraft, presi- 
dent, National Rural Letter Carriers’ Association, Washington, D.C. 


STATEMENT OF CHARLES L. ASHCRAFT, PRESIDENT, NATIONAL 
RURAL LETTER CARRIERS’ ASSOCIATION, WASHINGTON, D. C. 


The Cuarrman. Mr. Ashcraft, how long will it take you to make 
your statement? 

Mr. Asucrart. About 10 minutes, sir. 

The CuarrMan. Can you come around and put it in the record and 
then high light it? 

Mr. Asucrart. Yes, sir. 

(The statement is as follows:) 


STATEMENT OF CHARLES L. ASHCRAFT, PRESIDENT. NATIONAL RURAL 
LETTER CARRIERS’ ASSOCIATION 


Mr. Chairman and members of the committee, my name is Charles L. Ashcraft. 
l am president of the National Rural Letter Carriers’ Association, an independent 
organization composed of regular, temporary, substitute, and retired rural carriers. 
We have a 100 percent plus membership of 34,515, based on 32,559, the actual 
number of rural routes in the United States. The National Rural Letter 
Carriers’ Association is the one and only official representative of the rural letter 
carriers of this Nation. Every member of our seven-man board is a regular rural 
carrier, qualified by actual experience to intelligently represent our membership. 
I have been a rural carrier for nearly 33 years. 

I desire to place our organization on record favoring the principle of a postage 
raise to bring the receipts of the Post Office Department somewhere near the 
operating expense. The postage rates have not been advanced in keeping with 
salaries which also need attention at this time if the Government carries out the 
principle of fair practices expected of private industry. Postal employees are not 
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permitted to engage in outside employment that will involve unfair competition, 
a principle also as applicable to the employer. The rates of postage charged on 
parcel post cannot be met by a common carrier transporting the same mer- 
chandise, if he is to remain in business; nevertheless, he must assist in defraying 
the loss incurred by the Government while handling the goods. He just can’t 
win for losing. The loss now being suffered by the Post Office Department in 
the transportation and delivery of second-class mail is also being borne by some 
who cannot afford to subscribe for the publications or magazines. The loss on 
third-class mail, advertisements, must also be shared by small-town merchants, 
who, perhaps, cannot meet the prices of their competitors’ advertisement; still 
on must assist in defraying the cost of mailing the circulars. 

ne-cent Government cards are being sold at a loss of between 1 and 2 cents, 
and to whose advantage? Eighty-five percent of them are being used by indus- 
trial concerns and municipalities to send statements to customers. 

It doesn’t take an expert in higher mathematics to realize that the larger the 
volume of mail handled the greater the deficit, which leaves but one solution to 
the problem. If the Post Office Department is to be run on a business basis, post- 
age rates should be adjusted accordingly. If it is to be run strictly on a service 
basis, an adequate appropriation should be made by the Congress to provide the 
type of service desired and not make it necessary for the short, heavy, rural-route 
carriers, serving suburban areas, to work 12 to 14 hours a day, 6 days a week, 
eqgermsins their health for no additional compensation. 

his group of employees is comparatively small but they have really taken a 
beating due to the limitation on the finances of the Post Office Department which 
will not permit the expenditure for adjustments to afford the necessary relief. 
This group of rural carriers is serving as many as 928 boxes each from which as 
many as 1,400 families receive mail. Third-class boxholder mail dispatched at a 
low rate of postage must be delivered by these carriers, not one for each box, but 
one for each family on the route, which necessitates the carrier determining the 
number of families occupying a tourist park or a trailer court and counting out 
circulars accordingly. his type of mail is frequently addressed to ‘‘Oceupant,”’ 
street and house number, which requires directory service that should not be 
afforded to this type mail. I recommend that H. R. 2982 be amended to provide 
that the delivery of third-class boxholder mail be limited to one identical piece for 
delivery to each box served by any rural carrier and that such mail shall be ad- 
dressed to ‘‘Boxholder, star or rural route’”’ before it may be accepted for mailing 
by any postmaster. 

Mr. Chairman and members of the committee, with this amendment I request 
your favorable consideration of H. R. 2982 and trust you may recommend its 
passage at the earliest practicable time. I am convinced that my farmer friends 
who at one time traded an egg for a postal card, would welcome the opportunity 
of paying sufficient postage to somewhere near put the postal service back on a par 
with the hen. I am very grateful for the privilege of appearing in the interets 
of this meritorious legislation, and thank you for the opportunity. 

The CuarrMANn. Proceed, Mr. Ashcraft. 

Mr. Asucrarr. Mr. Chairman and members of the committee, my 
name is Charles L. Ashcraft. I am president of the National Rural 
Letter Carriers’ Association, an independent organization composed 
of regular, temporary, substitute, and retired rural carriers. We have 
a 100-percent-plus membership of 34,515, based on 32,559, the actual 
number of rural routes in the United States. The National Rural 
Letter Carriers’ Association is the one and only official representative 
of the rural letter carriers of this Nation. Every member of our seven- 
man board is a regular rural carrier, qualified by actual experience to 
intelligently represent our membership. I have been a rural carrier 
for nearly 33 years. 

I desire to place our organization on record favoring the principle 
of a postage raise to bring the receipts of the Post Office Department 
somewhere near the operating expense. The postage rates have not 
been advanced in keeping with salaries, which also need attention at 
this time if the Government carries out the principle of fair practices 
expected of private industry. Postal employees are not permitted 
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to engage in outside employment that will involve unfair competition, 
a principle also as applicable to the employer. 

The rates of postage charged on parcel post cannot be met by a 
common carrier transporting the same merchandise, if he is to remain 
in business; nevertheless, he must assist in defraying the loss incurred 
by the Government while handling the goods. He just can’t win for 
losing. The loss now being suffered by the Post Office Department in 
the transportation and delivery of second-class mail is also being 
borne by some who cannot afford to subscribe for the publications or 
magazines. The loss on third-class mail, advertisements, must also be 
shared by small-town merchants, who, perhaps, cannot meet the prices 
of their competitors’ advertisement; still they must assist in defraying 
the cost of mailing the circulars. 

One-cent Government cards are being sold at a loss of between 1 
and 2 cents, and to whose advantage? Eighty-five percent of them 
are being used by industrial concerns and municipalities to send state- 
ments to customers. 

It doesn’t take an expert in higher mathematics to realize that the 
larger the volume of mail handled the greater the deficit, which leaves 
but one solution to the problem. If the Post Office Department is to 
be run on a business basis, postage rates should be adjusted accord- 
ingly. If it is to be run strictly on a service basis, an adequate appro- 
priation should be made by the Congress to provide the type of service 
desired and not make it necessary for the short, heavy, rural route 
carriers, serving suburban areas, to work 12 or 14 hours a day, 6 davs 
a week, jeopardizing their health for no additional compensation. 

This group of employees is comparatively small but they have 
really taken a beating due to the limitation on the finances of the 
Post Office Department which will not permit the expenditure for 
adjustments to afford the necessary relief. This group of rural 
carriers is serving as many as 928 boxes each, from which as many as 
1,400 families receive mail. Third-class boxholder mail dispatched 
at a low rate of postage must be delivered by these carriers, not one 
for each box, but one for each family on the route, which necessitates 
the carrier determining the number of families occupying a tourist 
park or a trailer court and counting out circulars accordingly. This 
type of mail is frequently addressed to “Occupant,” street and 
house number, which requires directory service that should not be 
afforded to this type mail. I recommend that H. R. 2982 be amended 
to provide that the delivery of third-class boxholder mail be limited 
to one identical piece for delivery to each box served by any rural 
carrier and that such mail shall be addressed to “Boxholder, star or 
rural route” before it may be accepted for mailing by any postmaster. 

Mr. Chairman and members of the committee, with this amend- 
ment I request your favorable consideration of H. R. 2982 and trust 
that you may recommend its passage at the earliest practicable time. 
I am convinced that my farmer friends who at one time traded an 
egg for a postal card would welcome the opportunity of paying 
sufficient postage to somewhere near put the postal service back on a 
par with the hen. I am very grateful for the privilege of appearing 
in the interest of this meritorious legislation, and thank you for the 
opportunity. 

The CHarrman. Thank you very much, Mr. Ashcraft. 
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Mr. Asucrarr. Thank vou, gentlemen. 

The CuarrMan. We have just one other witness on the schedule. 
Mr. Norgord, we have to go over to the House to answer the quorum 
call. I notice that your address is listed as Washington, D. C., and I 
would appreciate it if you would return tomorrow, at which time we 
will be glad to hear you. 

The committee will adjourn at this time until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:10 a. m., the committee recessed, to reconvene 
at 10 a. m. Thursday, April 12, 1951.) 
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THURSDAY, APRIL 12, 1951 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Post Orricr AND CiviL SERVICE, 
Washington, D. C. 

The committee*met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuarrmMan. The committee will be in order. 

The House meets this morning at 11 o'clock. For that reason it 
may not be possible, on account of the limited time we have for hearing 
this morning, to give an opportunity to all the witnesses who are 
scheduled to appear today to present their statements in full. There 
are eight witnesses scheduled for this morning. Four of them reside 
in}Washington and the others come from out of the city. I think it is 
proper to call first those witnesses who are from out of the city. We 
do not want to require them to come back another day because of lack 
of opportunity to be heard today. If the other four witnesses, who 
reside here in the District of Columbia, do not have an opportunity to 
be heard this morning, we will arrange to hear them next week. We 
had hoped to finish the schedule of all witnesses, except the Postmaster 
General, on tomorrow, but we did not expect the House to meet at 
11 o’clock each day this week. 

In view of that occurrence, it may not be possible to hear all the 
witnesses who have been scheduled and have requested to appear this 
week. So 1] can assure them if they are not heard this week they will 
be heard next week, at a date satisfactory to them. 

The first witness this morning is Mr. Nelson R. Kraemer, director 
of the Christmas seal sale, National Tuberculosis Association, New 
York City. 

Mr. Kraemer. 


STATEMENT OF NELSON R. KRAEMER, DIRECTOR, CHRISTMAS 
SEAL SALE SERVICE, NATIONAL TUBERCULOSIS ASSOCIATION, 
NEW YORK CITY 


Mr. Kraemer. Thank you, Mr. Chairman. 

I am here to place before the committee certain facts concerning 
the effect an increase in postal rates would have on the program and 
services rendered by our affiliated associations. 

The National Tuberculosis Association, through its more than 
3,000 affiliated tuberculosis and health associations, located in all 
sections of the country, conducts a year-round program against 
tuberculosis through education, mass X-raying, rehabilitation, and 
other services. Our annual Christmas seal sale campaign has a dual 
purpose: First, to raise funds for our program, and, secondly, to 
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promote better public understanding of tuberculosis and of the 
measures necessary for its control. 

At a-recent meeting here in Washington, Dr. James Schaeffer, of 
the Federal Security Agency, emphasized that any new concentration 
of population, particularly in the current emergency, will always 
create health problems. r. Schaeffer said: 


Do not lose sight of tuberculosis as a threat even though tuberculosis is slow 
to appear as an epidemic. The limited facilities existing— 


for hospital care, that is— 


make it imperative that this be watched closely. Mass X-raying must continue 
to be available for any large concentrations of population. 

The program for mass X-raying large segments of the population 
has further accelerated the decline of the tuberculosis death rate. 
In the United States last year, approximately 15,000,000 persons had 
chest X-rays taken. A vital part of this program calls for the mailing 
of notices of X-ray results to individuals. These reports were sent 
out either on a Government 1-cent postal card or enclosed in an 
envelope as third-class bulk mail. A 100 percent increase in postage 
expense for this service would mean $150,000 less for the total mass 
X-raying program. 

For 43 years the Christmas seal sale letter accompanying the seals 
has been one of the association’s most potent means of health educa- 
tion. Mailed locally and reaching into every segment of America, 
it keeps countless citizens informed as to preventive and curative 
measures for tuberculosis. This letter promotes_local health services, 
tells where those services are obtainable, spells out measures to prevent 
the spread of the disease, aids all people in protecting themselves and 
their families from tuberculosis. 

In the last Christmas seal sale campaign, an estimated 26,100,000 
letters were mailed under third-class rates. This proposed legisla- 
tion would increase this phase of the tuberculosis associations’ postage 
expense $240,500. The proposed increase in first-class Government 
postal cards would increase the cost of our Christmas seal mailing an 
additional $180,000. 

The National Tuberculosis Association distributes two monthly 
publications: the Bulletin, which reaches 30,000 persons with infor- 
mation for lay workers and general medical practitioners in the field 
of tuberculosis control, and the American Review of Tuberculosis, 
which reaches 6,500 medical specialists each month. _ It is a scientific 
medical journal internationally depended upon by physicians, health 
officers, and research workers for clinical and scientific data. The 
proposed increase in second-class rates would add an additional $2,800 
to our postage bill. 

The CHatrMaANn. That is $2,800 for a year; is that right? 

Mr. Kraemer. That is right, for a year; second class. 

In addition to this staggering total is the unknown amount which 
will be added to the postage expenditures of our affiliated and con- 
stituent tuberculosis associations for the monthly mailings of bulletins, 
publications, and reports. This total of more than $573,300 would 
necessarily bring about curtailment of programs throughout the 
country. This money alone would pay for approximately 1,000,000 
chest X-rays. These examinations would result in the discovery of 
approximately 5,000 new cases of active tuberculosis. This is of 
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vital concern to everyone, especially when we realize that tubercu- 
losis is still the leading cause of death in the age group 15 to 34. It is 
the top killer among contagious or infectious diseases. 

As we look back in history at the world-wide battle against tuber- 
culosis we find a close working relationship with the Post Office 
Department. A number of foreign countries have issued semipostal 
stamps to raise money to fight tuberculosis. Half of the price of the 
semipostal covers the postage of the letters, while the other half, or 
surtax, goes to support the tuberculosis control program. Actually, 
the idea of the Christmas seal sale originated in Denmark in 1904, 
in the mind of Einar Holboell, a postal clerk. It was sold in post 
offices, not for postage but to raise money for a sanatorium for tuber- 
culous children. It brought a new and fighting attitude against a 
dreaded foe. Since 1907, when Miss Emily Bissell originated the 
Christmas seal sale in this country, tuberculosis associations have 
leaned heavily on the cooperation and support of postal authorities. 

We realize the problem the committee has in reaching an equitable 
adjustment in postal rates to meet the current deficits in the postal 
service. We ask only that fair consideration be given to the effect 
this legislation would have in forcing the voluntary tuberculosis 
associations to reduce their efforts directed toward the eventual 
eradication of tuberculosis and obtaining better health facilities for 
the people of our Nation. 

That $573,300 can only come from the program. 

The Cuarrman. How old is your association? 

Mr. Kraemer. It was originated in 1907—that is, the first Christ- 
mas seal sale. It has been an annual event ever since then. The 
national association was born in this country late in 1904. 

The Cuarrman. How many local associations or chapters do you 
have? 

Mr. Kraemer. Approximately 3,000. 

The Cuarrman. Are they all affiliated with your association? 

Mr. Kraemer. Yes; they are. 

The CuarrMan. Does that include your county health associations? 

Mr. Kraemer. Some of them are. Some of them are listed as 
tuberculosis associations; some are listed as tuberculosis and health 
associations. 

The Cuairman. How is your program financed other than from 
the proceeds of your sale of Christmas seals? 

Mr. Kraemer. It is solely by the sale of Christmas seals. 

The CuarrMan. Do you accept voluntary contributions throughout 
the year? 

Mr. Kraemer. We do, sir; but it is a drop in the bucket. Ninety- 
six percent of our money comes in from the mail sale of Christmas 
seals. 

The CHArRMAN. You say you send out over 26 million letters with 
these Christmas seals each Christmas; is that correct? 

Mr. Kraemer. That is right. 

The CuarrmMan. How many returns or replies do you receive out 
of the 26 million? 

Mr. Kraemer. Do you want the percentage, sir? 

The CHarrMANn. Yes. 

Mr. Kraemer. Approximately 42 percent make returns with 
money. 
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The CuatrMan. How are the officials of your association selected? 

Mr. Kraemer. By the board of directors. The president and 
officers are elected at an annual meeting, which, of course, is held 
every year. The board of directors is made up of representatives of 
all the States, of our various State and local associations. 

The CuarrmMan. Where is your national convention held? 

Mr. Kraemer. It varies, sir. Last year it was held here in Wash- 
ington; this year it is being held in Cincinnati. 

The CHarrman. How many salaried employees has the associa- 
tion at the national headquarters? 

Mr. Kraemer. The national association has approximately 80 
salaried employees, which includes clerical and professional. 

The CHaAtrMAN. Are you the director of the association, in charge 
of all the activities? 

Mr. Kraemer. No, sir; I am only in charge of the Christmas-seal 
sale, sir. 

The CuatrMAN. Who is in charge of the national headquarters? 

Mr. Kraemer. Dr. James E. Perkins, who is our managing director. 

The Cuatrman. Is he a full-time employee? 

Mr. Kraemer. Yes; he is. 

The CuarrMan. Who fixes the salaries of the officials? 

Mr. Kraemer. The board of directors, sir. 

If you are interested, sir, our seal sale staff of the eighty-some-odd 
people amounts to only seven. The remainder are concerned with 
various program facets; mass X-raying, health education, rehabilita- 
tion, and so on. 

The Cuarrman. Do you spend the entire year in connection with 
the promotion of your Christmas-seal campaign? 

Mr. Kraemer. Planning the campaign, getting supplies, and so on; 
yes, sir. 

The CuHarrMAN. In your opinion, do you not think that your asso- 
ciation should pay some increased postage since you are getting an 
extremely low rate at the present time on your postage costs, including 
the third-class matter, carrying your seals? 

Mr. Kraemer. Yes, sir. But when you come down to it, there is 
only one place it can come from: We are going to have to curtail our 
program activities. 

The Cuarrman. Of course, there has been remarkable progress made 
in the treatment of tuberculosis over the years. 

Mr. Kraemer. Yes, sir. 

The CuarrmMan. And much credit is due your association for the 
very effective work that has been done in combating tuberculosis. 
There is no question about how fine your program is. We all appre- 
ciate the splendid work your association has done over the years with 
people who have tuberculosis, in conducting chest X-rays of thousands 
of individuals throughout the country from time to time. 

Mr. Kraemer. You see, sir, for example, on the third-class mailings 
of X-ray notices, there is a psychological factor involved there. If 
the associations do not have sufficient funds to meet the additional 
cost of postage, the best approach will have to be to curtail that 
phase of the program to a certain extent. There is the factor that if 
someone gets a chest X-ray and does not hear the results, it will bother 
him more than if he did not have the X-ray at all. 
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The CuarrMan. I presume your budgets have been increasing over 
the years. 

Mr. Kraemer. Yes, sir; they have. 

The CuarrMan. Do you have any questions, Mr. Miller? 

Mr. Miuuer. No. 

The CuarrMan. Mr. Lesinski. 

Mr. Lesinski. No questions, Mr. Chairman. 

The CuarrMan. Thank you very much, Mr. Kraemer. 

Mr. Kraemer. Thank you, sir. 

The Cuarrman. The next witness is Father Daniel Schneider, who 
is representing 25 mission organizations. 

I understand you are accompanied by other witnesses, Father 
Schneider. Can you tell us who they are? 

Father Scunemner. By Father Donald Nealis, representing the 
Catholic Press Association and the Sign magazine, a national Catholic 
monthly, and Father Coleman Daily, representing the American 
Jesuit Missionary Association. 

The CHarrMAN. We will be glad to hear from all of you if you will 
just be seated. 

Do you desire to speak first, Father Schneider? 

Father Scunerper. Yes, Mr. Chairman. 


STATEMENT OF REV. DANIEL SCHNEIDER, ON BEHALF OF THE 
MISSION SECRETARIAT 


Father Scunetper. Mr. Chairman, I am Father Daniel Schneider. 
I represent the Mission Secretariat, which is an organization established 
to assist in coordinating the work of the approximately 5,000 American 
Catholic missioners working in the underprivileged nations of the 
world. 

These missioners—priests, Brothers and Sisters—labor without 
salary or any form of financial remuneration. Their purpose is to 
assist people to be good, God-fearing citizens. They establish and 
staff hospitals, orphanages, old-folks homes, leper asylums; perform- 
ing all sorts of works of mercy. 

They are financed by the people of the United States in great part 
through contributions which are obtained from appeals sent through 
the United States mails at third-class mailing rates. More than 150 
mission societies and institutions that the mission secretariat repre- 
sents must find approximately $10,000 each day, which for them is a 
sizable sum. The appeals are directed to the American people in 
their homes and come to them at such time and under such circum- 
stances that they are left free to contribute, or not, to the cause of 
these American men and women. 

The organization of these societies is simple; expenses are at a 
minimum; not 1 of the 5,000 priests, brothers, or sisters receives a 
salary. 

We have developed our missions and train missioners on the funds 
that come through the United States mails. We are grateful to the 
United States Government for the tradition that makes possible 
third-class mail at the rate of 1 cent per piece for postage. At this 
rate, $110,000 is spent annually for third-class mail. 

Now comes the proposal to double the rates. As a result, this group 
of little organizations which I represent is suddenly confronted with 
the prospect of an additional outlay of another $110,000 a year. 
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We realize the problems that face the United States Congress in 
getting a balanced postal budget. We are anxious to go along with 
all other American citizens to play our part. Nevertheless we feel 
forced to appear here today to establish the fact that this substantial 
change in United States postal policy in regard to third-class mail 
promises to exercise a gravely harmful effect on our work. We feel 
obliged to take exception to the circumstances under which the action 
is taken because it creates undue hardship for our entire group. 

These circumstances are the following: First, the suddenness of the 
increase; secondly, the time of the increase—-when so many of our 
supporters suffer from the high cost of living; thirdly, the special needs 
in our fields of labor at this period. 

I request the honorable members of this committee give considera- 
tion to two points: First, the undue hardship created at this time, as 
explained above; secondly, the possibility of, allowing to our group, 
due to the noncommercial and charitable nature of its work, a position 
of privilege. 

The postal laws for years have granted a special privilege to organ- 
izations such as ours for mailing our publication at a special rate under 
the second-class regulations. We suggest an extension of this prin- 
ciple to third-class matter so that we will enjoy a consideration we 
have had traditionally under the second-class postal regulations. 

That, Mr. Chairman, completes my statement. 

The CuarrMan. You may call your next witness. 

Father ScuNerperR. Father Donald Nealis. 


STATEMENT OF REV. DONALD NEALIS, C. P., BUSINESS MANAGER, 
THE SIGN, ON BEHALF OF THE CATHOLIC PRESS ASSOCIATION 
OF THE UNITED STATES, INC. 


Reverend Neauis. Mr. Chairman and gentlemen, I am Father 
Donald Nealis. I am business manager of the Sign, a national 
Catholic monthly magazine. I am here today to present the views of 
the Catholic Press Association of the United States, Inc., on the third- 
class provisions of this resolution. 

The Catholic Press Association is an organization of Catholic 
editors and publishers of the United States. It represents 133 news- 
papers with a circulation of 4.2 million, and 439 magazines with a 
circulation of 11.2 million. 

Catholic publications spend approximately $879,542 a year for 
third-class postage under the rates now in effect. This amounts to 
approximately 1.5 percent of the Post Office Department’s annual 
receipts from third-class mailings. 

Approximately 92 percent of Catholic publications depend almost 
exclusively on the use of the third-class mailings to procure sub- 
scriptions and to renew them. Unlike general publications, Catholic 
publications cannot afford to secure subscriptions by means other 
than third-class mailings. To double third-class rates would even- 
tually reduce mailings of Catholic publications, would slowly but 
inexorably choke off subscribers, and condemn them to a kind of 
creeping paralysis and eventual death. 

As this committee knows, a good proportion of the Catholic press 
is published on behalf of charitable causes, the care of orphans, the 
waters of the sick and disabled, the championing of the poor and the 
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workingman, the well-being of youth and the training of the clergy 
who will continue that work. 

Many of our publications support missionaries working in the 
United States and its possessions among Indians, Negroes, Dotchevee. 
Puerto Ricans, and whites who do not enjoy an average American 
standard of living. Our publications also support missionaries abroad 
in China, Japan, and the Pacific Islands, in Africa and the Near East, 
in Central and South America, and elsewhere throughout the world. 

At the present time there are almost 8,000 Catholic American 
missionaries at work at home and abroad. These men and women 
are invaluable as American ambassadors of good will. They are 
performing extensive works of charity and education that redound 
to the credit of the United States. The majority of them are sup- 
ported financially by the Catholic press. 

The whole religious press in the United States has taken root and 
has grown slowly and steadily because of wise congressional policy. 
Since 1879, when the special second-class rate for religious publica- 
tions was established, and even until now, the Congress has continued 
this prudent policy. The religious press has, therefore, been able to 
found and keep up the charitable works that press supports. 

This committee has shown a keen understanding and a sincere 
sympathy for the particular position of religious publications. To 
double now the costs of third-class mailings would seriously cripple a 
vast majority of religious publications. For many of them third- 
class mail is the lifeline that maintains religious second-class publica- 
tions. To double third-class costs would cut religious publications 
from their source of life. To double third-class mailing rates might 
mean eventually the disappearance of many religious publications that 
the policy of Congress has hitherto fostered. 

The Catholic Press Association, therefore, respectfully presents to 
this honorable committee the relationship between third-class rates 
and second-class rates for religious publications. We ask the com- 
mittee to consider the peculiar plight of religious publications when 
the committee fixes, in final form, the rates for third-class matter. 

I also have a statement, Mr. Chairman, representing the Sign 
magazine, which just follows up what I have said. 

he CHAIRMAN. Is it a separate statement? 

Father Neauts. It is a separate statement, but it is brief. 

The CuHarrmMan. And it is along the same lines as the statement 
you have just presented, is that right? 

Father NeAuis. Yes. 

The CuarrMaNn. The statement will be included in the record. 

Father Neauis. Thank you, sir. 

(The statement referred to is as follows:) 


STaTEMENT, Re H. R. 2982, sy Rev. Donatp NeEatis, Business MANAGER OF 
THE SIGN MAGAZINE, A NATIONAL CATHOLIC MONTHLY PUBLICATION 


I am Father Donald Nealis, business manager of the Sign magazine, a national 
Catholic monthly publication, with a circulation of about 225,000. Our surveys 
show that we reach more than a half million readers each month. 

The Sign is published by Passionist Missions, Inc., a nonprofit corporation in 
Union City, N. J 
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TYPE OF MAGAZINE 


In our 80-page magazine, the Sign, we cover editorials, current fact and com- 
ment on the national and international scene; we review books, sports, stage and 
sereen, radio and television; we include articles on labor and management, as 
well as short stories and other subjects of general interest. 

Doing this, we contribute to keeping our readers informed on the subjects of the 
day, by interpreting them in harmony with Christian principles. 

Our advertising income is meager. We are able to publish this type of magazine 
only because it is subsidized by the services of priests on the staff who work 
without salary. Our net income is used to further charitable and cultural interests 
of the underprivileged at home and abroad. 


WHY THIS STATEMENT? 


The religious publications have already presented to you gentlemen reasons 
why we believe you would want to give special consideration to retaining the 
present rates on second-class mail for them. 

This statement is to give you some information to help you realize the close 
relationship existing between third- and second-class mail for this type of 
publication. 

WHY WE MUST USE THIRD-CLASS MAIL 


In order to continue to publish The Sign magazine, it is necessary to continue 
to get new and renewal subscriptions. Last year we averaged 12,000 expirations 
of subscriptions each month. ‘The Sign does not have the money to advertise in 
newspapers for subscribers. We cannot afford to have agents go through the 
country soliciting subseriptions for us. We cannot afford such channels as radio 
and television to reach potential subscribers; so we must resort to promotional 
mailings. We have been able to do this, because we use third-class mail. This 
keeps our line of supply open, as it brings new and renewal subscriptions. Inci- 
dentally, all replies from our third-class mailings come to us through first-class 
mail. We are also able in our mailings to keep our readers informed of the work 
we are doing for the underprivileged at home and abroad. 

Last year we paid the post office $45,000 for third-class mail. If we were to 
pay a 100-percent increase, this would mean an additional $45,000 a vear added 
to our expense. For us, this would be exhorbitant. We cannot raise our subserip- 
tion price without losing subscribers. We should be forced to curtail our mailings, 
and this would shut off our source of supply of subscribers. We should, therefore, 
be obliged to publish an inferior type of magazine, and lessen its content. Thus 
would we lessen the opportunity to keep our half million readers informed on the 
questions of the day, from the viewpoint of Christian principles. We shpuld also 
be hampered in our work for the underprivileged, as our income would lessen the 
amount of this work we were able to do. 

We, therefore, request you gentlemen to consider the information presented, 
and give thoughtful consideration to the merits of the particular problems of 
religious institutions in the field of third-class mail. 


The CHarrMan. Father Nealis, you state that the Catholic Press 
Association represents 133 newspapers, with a circulation of 4,200,000, 
and 439 magazines, with a circulation of 11,200,000; is that correct? 

‘ather Neauis. Yes, sir. 

The CHarrmMan. What is the total second-class postage paid by 
those papers and magazines? 

Father Neauts. I believe that was submitted at the hearings on 
second-class, and I have it over there, but it is about a million dollars, 
sir, I believe. It is $110,000, approximately, for the third-class 
postage a year. I had that figure on second-class postage in my 
folder, but it has been presented for the record in connection with the 
second-class mail. However, I believe it amounts to about 1 million 
dollars. 

The Cuarrman. Do you have any questions, Mr. Miller? 

Mr. Miuver. No questions. 

The CuHarrman. Mr. Lesinski? 

Mr. Lestnskr. No questions. 
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The Cuarrman. Mr. Hagen. 

Mr. Hacen. You may recall some previous witnesses recom- 
mended that there be no increase whatever of any kind on religious 
publications. 

Father Neauis. They were here for the second-class publications, 
sir. 

Mr. Hacen. In other words, there is an impression on the part of 
some people that they want to continue to get a preferential rate, i 
other words, to be lower than the other classes. But your position 
is that you do not want any increase whatever, is that it? 

Father Neauts. I think the position of the Catholic Press Asso- 
ciation was that they would be very pleased if you could arrange to 
retain the present rates on religious publications, sir. 

Mr. Haagen. Thank you very much. 

The CHarrRMAN. Mrs. St. George. 

Mrs. St. GeorGE. No questions. 

The CuarrMan. Mr. Williams. 

Mr. Wixurams. No questions. 

The CuarrmMan. Thank you very much, Father. 

I believe the next witness is Father Coleman A. Daily. 


STATEMENT OF REV. COLEMAN A. DAILY,S.J., BUSINESS EDITOR, 
JESUIT MISSIONS, ON BEHALF OF THE AMERICAN JESUIT 
MISSIONARY ASSOCIATION 


Father Datty. Mr. Chairman, lam Coleman A. Daily. I represent 
the American Jesuit Missionary Association, with national head- 


quarters at 962 Madison Avenue, New York City. This organization 
represents the largest group of foreign missionaries of the United 
States in the Catholic Church. The organization itself is to secure 
appropriate publicity, raise funds, and protect the interests of the 
missionaries. 

My statement today is in supplement to Father Schneider’s state- 
ment. I was selected simply because the Jesuits in their missionary 
activities, as I said, are the largest group. 

To you and to many here in Washington the word ‘‘Jesuit’’ implies 
Georgetown and wide educational activities throughout the United 
States because we have 27 colleges and universities and 38 high 
schools. However, in addition to that, we have this extensive for- 
eign missionary program, with 969 members of our order actually 
depending upon the United States. In the missions we have the 
usual “bush missions,”’ as they are termed. We take care of the 
largest leper colony in the world, which is at Culion in the Philippine 
Islands, which I have seen. Prior to the war, when I was there, 
there were about 5,000 lepers there. We also have leper colonies in 
Ceylon and India and Jamaica. 

As in the United States, the Jesuit order has, with a great sacrifice 
of manpower and expense, established these schools in various parts 
of the world. After the usual training we have put aside many of 
our men to acquire degrees as masters and doctors in science, history, 
philosophy, and so on. In these foreign countries, therefore, where 
these men are assigned, we have 11 different colleges and 23 different 
high schools. There is, for instance, the famous high school and 
college in Manila, the Athenaeum. We have now established a new 
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TYPE OF MAGAZINE 


In our 80-page magazine, the Sign, we cover editorials, current fact and com- 
ment on the national and international scene; we review books, sports, stage and 
screen, radio and television; we include articles on labor and management, as 
well as short stories and other subjects of general interest. 

Doing this, we contribute to keeping our readers informed on the subjects of the 
day, by interpreting them in harmony with Christian principles. 

Our advertising income is meager. We are able to publish this type of magazine 
only because it is subsidized by the services of priests on the staff who work 
without saiary. Our net income is used to further charitable and cultural interests 
of the underprivileged at home and abroad. 


WHY THIS STATEMENT? 


The religious publications have already presented to you gentlemen reasons 
why we believe you would want to give special consideration to retaining the 
present rates on second-class mail for them. 

This statement is to give you some information to help you realize the close 
relationship existing between third- and second-class mail for this type of 
publication. 

WHY WE MUST USE THIRD-CLASS MAIL 


In order to continue to publish The Sign magazine, it is necessary to continue 
to get new and renewal subscriptions. Last year we averaged 12,000 expirations 
of subscriptions each month. The Sign does not have the money to advertise in 
newspapers for subscribers. We cannot afford to have agents go through the 
country soliciting subscriptions for us. We cannot afford such channels as radio 
and television to reach potential subscribers; so we must resort to promotional 
mailings. We have been able to do this, because we use third-class mail. This 
keeps our line of supply open, as it brings new and renewal subscriptions. Inci- 
dentally, all replies from our third-class mailings come to us through first-class 
mail. We are also able in our mailings to keep our readers informed of the work 
we are doing for the underprivileged at home and abroad. 

Last year we paid the post office $45,000 for third-class mail. If we were to 
pay a 100-percent increase, this would mean an additional $45,000 a vear added 
to our expense. For us, this would be exhorbitant. We cannot raise our subscrip- 
tion price without losing subscribers. We should be forced to curtail our mailings, 
and this would shut off our source of supply of subscribers. We should, therefore, 
be obliged to publish an inferior type of magazine, and lessen its content. Thus 
would we lessen the opportunity to keep our half million readers informed on the 
questions of the day, from the viewpoint of Christian principles. We shpuld also 
be hampered in our work for the underprivileged, as our income would lessen the 
amount of this work we were able to do. 

We, therefore, request you gentlemen to consider the information presented, 
and give thoughtful consideration to the merits of the particular problems of 
religious institutions in the field of third-eclass mail. 


The CHarrMan. Father Nealis, you state that the Catholic Press 
Association represents 133 newspapers, with a circulation of 4,200,000, 
and 439 magazines, with a circulation of 11,200,000; is that correct? 

Father Neauis. Yes, sir. 

The CHarrmMan. What is the total second-class postage paid by 
those papers and magazines? 

Father Neatis. I believe that was submitted at the hearings on 
second-class, and I have it over there, but it is about a million dollars, 
sir, I believe. It is $110,000, approximately, for the third-class 
postage a year. I had that figure on second-class postage in my 
folder, but it has been presented for the record in connection with the 
second-class mail. However, I believe it amounts to about 1 million 
dollars. 

The CuHarrMan. Do you have any questions, Mr. Miller? 

Mr. Miter. No questions. 

The Cuarrman. Mr. Lesinski? 

Mr. Lestnskr. No questions. 
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The Cuarrman. Mr. Hagen. 

Mr. Hacen. You may recall some previous witnesses recom- 
mended that there be no increase whatever of any kind on religious 
publications. 

_ Father Neatis. They were here for the second-class publications, 
sir. 
Mr. Hacen. In other words, there is an impression on the part of 
some people that they want to continue to get a preferential rate, in 
other words, to be lower than the other classes. But your position 
is that you do not want any increase whatever, is that it? 

Father Neautis. I think the position of the Catholic Press Asso- 
ciation was that they would be very pleased if you could arrange to 
retain the present rates on religious publications, sir. 

Mr. Hagen. Thank you very much. 

The CuarrMan. Mrs. St. George. 

Mrs. St. Grorce. No questions. 

The CuarrmMan. Mr. Williams. 

Mr. Wixurams. No questions. 

The Cuairman. Thank you very much, Father. 

I believe the next witness is Father Coleman A. Daily. 


STATEMENT OF REV. COLEMAN A. DAILY,S. J., BUSINESS EDITOR, 
JESUIT MISSIONS, ON BEHALF OF THE AMERICAN JESUIT 
MISSIONARY ASSOCIATION 


Father Dairy. Mr. Chairman, Iam Coleman A. Daily. I represent 
the American Jesuit Missionary Association, with national head- 
quarters at 962 Madison Avenue, New York City. This organization 
represents the largest group of foreign missionaries of the United 
States in the Catholic Church. The organization itself is to secure 
appropriate publicity, raise funds, and protect the interests of the 
missionaries. 

My statement today is in supplement to Father Schneider’s state- 
ment. I was selected simply because the Jesuits in their missionary 
activities, as I said, are the largest group. 

To you and to many here in Washington the word ‘“Jesuit’’ implies 
Georgetown and wide educational activities throughout the United 
States because we have 27 colleges and universities and 38 high 
schools. However, in addition to that, we have this extensive for- 
eign missionary program, with 969 members of our order actually 
depending upon the United States. In the missions we have the 
usual “bush missions,” as they are termed. We take care of the 
largest leper colony in the world, which is at Culion in the Philippine 
Islands, which I have seen. Prior to the war, when I was there, 
there were about 5,000 lepers there. We also have leper colonies in 
Ceylon and India and Jamaica. 

As in the United States, the Jesuit order has, with a great sacrifice 
of manpower and expense, established these schools in various parts 
of the world. After the usual training we have put aside many of 
our men to acquire degrees as masters and doctors in science, hisiory, 
philosophy, and so on. In these foreign countries, therefore, where 
these men are assigned, we have 11 different colleges and 23 ditferent 
high schools. There is, for instance, the famous high school and 
college in Manila, the Athenaeum. We have now established a new 





664 POSTAL RATE REVISION 


one in New Delhi, India. We have now a large and famous one in 
Bagdad, Iran, also St. George’s College in Jamaica. We have them 
in various parts of the world; also in Tokyo. We have a representa- 
tive number of American professors there. In these lecture halls the 
professors explain academic and scientific courses equal in standard 
to those of our own country. 

I would like to stress that apart from the normal, I might say inevi- 
table, formation of character of these students, we make them quali- 
fied students, capable of contending with all the detrimental forces in 
their own countries and the influences that are coming from without. 
I would like also to stress in most of these countries there is no ques- 
tion of a religious nature. I might say it is practically nonsectarian. 
In many places we are forbidden even to persuade boys. We make 
no attempt to do so. What we are trying to give them 
is a good, solid, sound moral background, intellectually and morally. 
We feel that we are complying very intimately with the four-point 
program and the State Department in its cultural relationships 
throughout the world. 

To support this extensive work we have in the United States eight 
different directors. They have taken advantage of the United States 
mail in the past years, sending out their appeals, sometimes monthly 
or bimonthly. I have estimated, very conservatively, that they spend 
$11,400, while we at the national office spend about $7,000, that is, 
for third-class mail; making a total of $18,400. 

My point is this: That if we are forced to double that amount, it 
is going to very seriously hamper our cultural program and moral 
influence around the world as American sip emai With that 
amount we could support approximately 15 professors. We could 
use that money for an investment in scientific equipment. We could 
use it for the establishment of maternity hospitals and various other 
activities associated with the missions. 

So I would like very sincerely, in behalf of not only my own order, 
to ask the members of this committee to consider that we might 
continue to mail our third class at 1 cent per piece as a means of 
continuing the sacrificial contributions on the part of American 
people. We are grateful, we have every reason to be grateful, for the 
consideration given in the past. 

I say my petition is formally on the part of a Catholic organization, 
but I feel rather confident that Jewish and Protestant organizations, 
charitable as they are, would want to be included in this petition. 
In many cities of the United States there are homes for orphans and 
institutions that take care of cancer cases and various other organi- 
zations-—and I say that they are not merely Catholic but also Protes- 
tant and Jewish—that simply have not enough money from the State 
to take care of their needs. Therefore they have to increase their 
revenue by the use of the mails. They are in that manner making a 
contribution both to the State and the Federal Government of the 
United States. 

I am very grateful to each member of the committee for this 
opportunity to appear before you. 

The CHarrMan. Thank you, sir. 

Do vou have any questions, Mr. Miller? 

Mr. Mituer. No questions. 
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The CuarrMan. Are there any questions from this side? 

Mr. Hacen. Reverend Daily, you mentioned third class particu- 
larly. Apparently you use a lot of third-class mail in your association 
work and other activities. 

Father Dairy. Yes. The eight regional directors in the regional 
areas of the United States use the third-class mail extensively to 
secure the contributions. 

Mr. HaGen. Does your particular group in its activities use the 
second-class mail to any extent? 

Father Dairy. At our own office we publish the magazine Jesuit 
Missions, which | am not representing formally. We have a circula- 
tion there of about 130,000 to 140,000. 

Mr. Hagen. So that if this bill increases second-class mail 100 
percent and third-class mail 100 percent and also part of first class 
100 percent, if would affect you in many ways and would affect your 
activities to a very excessive and drastic extent; is that not correct? 

Father Dairy. To a tremendous extent. 

Mr. Hacen. It would hamper a good part of your religious activi- 
ties that you are conducting along various lines, is that right? 

Father Dairy. That is right. That is because there are no salaries 
whatsoever connected with these activities in the missions, and so 
on. It is just the maintaining of the people, getting them out there 
and soon. They have to depend upon it. 

Mr. Hacen. Do you feel it would be better for the country and the 
people of the country and your organization and the work you are 
doing if the deficits which we have in the Post Office Department 
are paid out of the general Treasury funds and from general taxation 
rather than to increase the postage rates all along the line? 

Father Dairy. | would think so. 

Mr. Haaren. Would you prefer it the way it is now, where the funds 
come from the Treasury to pay any deficit? 

Father Dairy. Yes. I think the Government would be repaid for 
that investment because there are so many charitable organizations 
involved, these homes for the aged and the sick and so on. They 
just simply have to have it. 

Mr. Hacen. Well, I agree with you. Thank you. 

The CuarrMan. Are there any other questions? 

Mr. Gotpen. Mr. Chairman. 

The CuarrmMan. Mr. Golden. 

Mr. Gotpen. I would like to observe that I feel there should be 
no increase in the postage rate on any publication that is put out by 
any religious or patriotic or educational institution that is not run 
for profit. I believe that I am expressing the sentiments of this 
committee. I suggest to our chairman that, if it meets with his 
approval, that he prepare an amendment along that line to incorporate 
in this bill. 

Mr. Mituer. Will the gentleman yield? 

Mr. GoupEN. Yes. 

Mr. Mixer. I believe you referred to magazines and publications 
that are not run where the profit inures to any individual. In other 
words, these magazines are technically run for profit, and it is the 
profit they use for this work they do. 
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You mean that the profit does not go to any one man, do ate not? 
Mr. GotpEn. That is right; if they used the profit for charitable 


purposes. 

Mr. Mitter. In other words, the law presently says where it does 
not inure to the benefit of any individual. 

Mr. Goupen. That is right. 

The CuHarrMAN. Your suggestion will be taken up and considered 
by the committee at the conclusion of the hearings, when we go into 
executive session on the pending legislation. 

Thank you very much, gentlemen. 

Mr. Hagen. Before you proceed to the next witness, Mr. Chairman, 
if I may, I would like to file a statement which has been prepared 
for the hearings. It is a statement by William H. Kircher, who is 
associate editor of the Farmer, of St. Paul, Minn. 

The CHarrman. The statement will be inserted in the record at 


this point. 
(The statement referred to is as follows:) 


STATEMENT OF WiiuiAM H. Kircner, Associate Epiror or THE FARMER, 
Sr. Paun, MINN. 


I am a member of the postal-rate committee of the American Agricultural 
Editors’ Association, and this statement is to supplement the statements of the 
others on this committee. 


EFFECT OF 8S. 10406 AND H. R. 2982 ON FARM PUBLICATIONS 


Because subscriptions to farm publications are generally long-term subscrip- 
tions, the publications themselves would at the outset of any increase in postal 
rates have to bear the cost of the increase, and they would have to bear a share of 
an increase for several years. 

I believe the subscription list of the Farmer is typical of most farm publications. 
One-sixth of our list expires each year. Therefore, 6 years must elapse before a 
subscription rate increase could reach all subscribers. 

The cost of the posial-rate increase could not be passed on to advertisers without 
placing farm publications in a most unfavorable competitive position. Even 
though postal rates are doubled for all publications, those within and those ouiside 
the farm field, our competitive position would still be extremely awkward because 
publications compete not only among themselves for advertising but with other 
advertising media as well. Most important of other advertising media is radio. 


EFFECT OF S. 1046 AND H. R. 2982 ON THE SUBSCRIBER 


If postal rates are doubled, subscription rates would have to be increased 
sharply. This would have the effeet of denying to many readers, particularly 
those in the lower-income levels, the information and service they gei from farm 
publications. To be sure, this would be self-denial because even the low-income 
farmer could afford to pay a much higher price than he is now paying. However, 
his reaction to the much higher price would be the same as if he were asked a 
much higher price for something else. He would deny himself that which he 
wanted even though he had found it valuable to him. 


FARM PAPERS ARE IMPORTANT RURAL EDUCATION MEDIA 


As educaiional and information media, farm publications hold a singularly high 
place among all types of publications, and even among oiher rural educational 
institutions. In fact, they hold a high place even among 100 percent tax-sup- 
ported educational institutions. The latter stavement has been proved by many 
studies on the subject. One such study was conducied recenily by the svatisiical 
laboratory of Iowa Siaie College, Ames, lowa. The title of this study was “A 
Study of the Informaiion Sources of lowa Farm Men and Women.” As ihe title 
implies, the investigators sough* to learn what sources farm men and women look: 
to for information, 
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There were 21 subjects about which these men and women sought information. 
For purposes of brevity, I have selected 4 of the 21, and the sources from which 
information on these subjects was obtained. They follow: 





| Percent of 

. all farmers 

Number naming this 
source 





FARMERS 
Handling and feeding livestock: 
387 farmers replied: 
Radio 
Newspapers oe iy rind Coe 
Farm papers, farm magazines, and other magazines--__-- 
Extension workers 
Extension bulletins. - 
Care and use of farm machinery: 
239 farmers replied: 
Radio - - 
SNE POS TEE CLAD 
Farm papers, farm magazines, and other magazines 
Extension workers_...- ~~... - , 
Extension bulletins 


FARM WOMEN 
Recipes and meal planning: 
370 homemakers replied: 
Radio. __. teint 


Farm papers, farm magazines, and other magazines 
a Ba a EES RL 
Extension bulletins 

Home improvement: 

294 homemakers replied: 
Radio . 
Newspapers. 
Farm papers, farm magazines, an: 
Extension workers 
Extension bulletins 











SUMMARY 


The philosophy which inspired passage of the Postal Act of March 3, 1879, was 
that publications are a part of this country’s vast system of public education. 
We believe in this philosophy. Because we believe in it, we believe that farm 
publications are media of public education. 

One contention of proponents of increased postal rates as they concern publica- 
tions is that publishers should pay the total cost, or at least a larger share of the 
total cost of their use of the mails in distributing their publications. It is our 
belief that the basis of this contention is invalid. In the distribution of publica- 
tions the subscriber, not the publisher, is the user of the mail just as the student, 
not the school, is the user of the school’s educational facilities. 

If postal rates are doubled as proposed, a great many subscribers would no 
longer avail themselves of the information and service they now get from farm 
publications. Thus, doubling postal rates would have the effect of denying to 
these citizens a valuabie educational and service medium. 


The CHartrMaANn. Our next witness is Mr. Edward B. Rubin, sales- 
planning manager of Spiegel, Inc., of Chicago, III. 
We will now hear from you, Mr. Rubin. 


STATEMENT OF EDWARD B. RUBIN, SALES-PLANNING MANAGER, 
SPIEGEL, INC., CHICAGO, ILL., ON BEHALF OF SPIEGEL, INC. 


Mr. Rusin. Mr. Chairman and members of the committee, I am 
Edward B. Rubin, sales-planning manager of Spiegel, Inc., of Chicago. 

Spiegel is a general merchandise concern selling both through retail 
outlets and by mail order. Of its $145,000,000 net sales in 1950, 
approximately $100,000,000 resulted from mail-order business. 


82021—51——_43 
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It is my present responsibility to secure business for Spiegel’s. In 
the accomplishment of this objective, I am in charge of circulation of 
large and small mail-order catalogs, sales promotion and market 
research. This requires giving detailed analysis to the cost of various 
promotions which involve substantial mailings, primarily in third 
class. Such third-class mailings in the year 1950 approximated 
40,000,000 pieces exclusive of small catalogs of less than 8 ounces. 

Spiegel’s, as a large user of postal services of all types, desires to 
cooperate in the formulation of legislation designed to produce the 
revenues needed for postal operations. We recognize that the prob- 
lem is a complex one, both because the postal service is intended to 
be a service organization and because no reliable method now exists 
by which the costs of particular categories of this’ service can be 
determined, as will be demonstrated later. 

We are not opposed to increases shown to be both economically 
feasible to the public and required for efficient postal operations. We 
do oppose the bill pending before your committee as one which places 
an unfair burden on certain users of the service, which does not provide 
an adequate permanent solution of the existing problem, which fails 
to take into account preferential or deferred treatment of certain 
mails, and as one which will fail in its limited objective through caus- 
ing reductions in volume and revenues in the affected classes. 

We believe that the Congress, in considering such legislation, should 
concern itself not only with the total increased revenues but also with 
the equity of the allocations of such increases to the respective classes. 
Correspondingly, it is necessary that consideration be given to the 
basis upon which the Post Office Department has assigned expendi- 
tures to the several classes and special services. 

I will not outline here the oft-repeated and completely valid criti- 
cisms of the cost-ascertainment system of the Post Office Department, 
except as may be necessary to an understanding of the expressions 
contained in this statement. 

The CuarrmMan. When did you begin studying the cost-ascertain- 
ment system of the Post Office Department? 

Mr. Rusrn. I have been concerned with the total costs at Spiegel’s 
since 1941, sir. 

The CHarrMan. You have not answered my question, Mr. Rubin. 

Mr. Rusty. I am not through, sir. 

In that period of time, I have been thoroughly familiar with the 
costs, from Spiegel’s standpoint. Since the cost-ascertainment 
figures, based upon the 1949 cost-ascertainment studies, have been 
released, I have delved into them at great extent. However, I am 
not a cost-ascertainment expert, sir, and I do not pretend to be. 

The CHarrMAN. You know, it is a very complicated matter. 

Mr. Rusin. Yes, sir. 

The Cuarrman. You have not given any special study to the cost 
ascertainment over the years; have you? 

Mr. Rustin. Just the one point; that is correct. I am not a Post 
Office cost-ascertainment expert and I do not pretend to be. 

There is only one point that I want to dwell on and maybe I can 
shorten this a bit. 

The cost-ascertainment system attempts to allocate expenditures 
on the basis of the use by several classes of the mails of the facilities 
and services provided. ‘This is contrary, in my opinion, to the stand- 
ard business practice, an example of which will suffice. 
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At Spiegel’s and at many other large organizations of which I have 
knowledge, the cost-ascertainment system separates costs into two 
classes: fixed and variable. The fixed expenses include those items 
which do not increase as our volume of business increases, such as 
light, heat, supervision, rent, and so forth. The variable expenses 
include those costs which increase directly with increases in volume, 
such as clerical and warehouse help directly concerned with handling 
the additional volume. This separation is very vital and basic to 
business planning. It permits us to decide exactly how much more 
we will have to spend to handle additional transactions and it permits 
us to determine how much we would save if we eliminated certain 
transactions. We know that the fixed expenses would remain the 
same whether we had the additional volume or not and that the only 
increase in expense is in the direct variable items for additional volume, 
and, conversely, the only savings through the elimination of this 
additional volume is in the variable expense. 

For example, our expenses in preparing a new catalog consist of the 
following categories of expense for producing 1,000,000 catalogs. 

I would like to demonstrate that here, if I may, sir. 

The Cuarrman. All right. 

Mr. Rusrn. In this table I have before you here, the top part repre- 
sents the fixed expenses in the preparation of our catalog, as an illus- 
tration of the principle I am discussing. Here you will find artwork, 
engravings, patterns, salaries for composition, advertising, production, 
and copywriting, and addressing and mailing supervision. That 
gives us a total fixed expense for our 1,000,000 catalogs of $851,000. 

These other expenses below are the variable expenses. The upper 
ones stay the samé no matter how many catalogs we print, but the 
variable expenses are the ones that change with the number of catalogs. 

The variable expenses include paper, presswork, binding, swatches, 
varnishing, enclosures, postage, addressing and mailing wages; for 
a total variable expense of $750,600. 

Thus, once we have paid for the fixed expenses, these do not increase 
1 penny if we decide to print 1,000,000 extra catalogs nor do we save 
1 penny in fixed expenses if we decide to reduce our circulation by 
500,000 copies. The only expenses which vary with the circulation 
are the variable expenses. In deciding, therefore, whether to dis- 
tribute an extra 1,000,000 catalogs we develop a profit-and-loss state- 
ment based only upon the variable-expense items. The last 1,000,000 
catalogs, therefore, cost us much less than the first 1,000,000 catalogs. 

This is a matter of common knowledge. If a business does $1,000,000 
in volume and develops a method of adding $250,000 in sales, the 
percent. profit on the extra $250,000 is much greater than the percent 
on the first $1,000,000, because there is no fixed overhead to pay on 
the additional business. 

The Post Office Department does not use this simple accounting 
device which has so helped build American industry. 

The Cuarrman. How could the Post Office Departmeit use the 
device suggested by you? You know, the great majority of them, 
around four-fifths of them, are clerks and carriers. How would you 
regulate them whea their work depeads upon the volume? 

Mr. Rus. Sir, you are asking me now a specific cost ascertainment 
question, which I shall try to answer. 
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The CHarrmMan. How would you differentiate betweev the fixed 
costs and the variable costs? 

Mr. Rusin. I cannot pretend to outline a detailed program, but 
I can give you my broad ideas as to how I would go about it. 

It seems to me that in the Post Office Department, just as in any 
other organization, there are certain expenses, whether they are pay- 
roll or whether they are transportation or other kinds of expenses, 
which are fixed. Let us for a moment assume that the first-class mail 
was the purpose for which this Post Office Department was developed 
and that that is the base business of the Post Office Department and 
that the balance of the services offered by the Post Office Department 
were added to that base structure, just like a million extra catalogs 
might be added in some other business. Under those circumstances, 
certain fixed expenses, like, for example, the salaries of postmasters 
all over the country, and, for example, the rural free delivery carriers 
all over the country, and so forth, would be charged completely to that 
first class. Those expenses which increase as second class, as third 
class, parcel post, and the special services get greater and are added 
would become the variable expenses. Under such circumstances, sir, 
I think you would find that the first-class mails do not show the profit 
that the present figures claim they show; instead, they would show a 
substantial deficit. 

Mr. Mitier. May I make a point here, Mr. Chairman? 

The CuarrMan. Go ahead. 

Mr. Miter. Two years ago, or in the last session, we had before 
us bills relative to rural delivery. It was brought out that because 
of the volume of third-class and fourth-class mail, rural delivery 
people who heretofore had been able to get along with an automobile 
in serving their routes, in many cases had to get small trucks to carry 
the mail. 

Would you still then charge the extra expense of that against 
first-class mail, Mr. Rubin? 

Mr. Rustin. No, sir. As I pointed out, I would charge the salaries 
of those carriers to fixed expense; but any added expense to which 
the Post Office is put would not be included there. 

Mr. Miuuer. I just wanted to make the point whether you would 
charge the rural carriers to first class. 

Mr. Rustin. Yes, sir; I was referring to the salaries. 

Mr. Miuuer. May I just point out this to you to get your reaction: 
I was recently in a post office in Chicago, which is about a nine-story 
building. About two floors are used for first-class and second-class 
mail, two or three floors; practically the rest of the building is used 
for third-class and fourth- on mail. Now, in allocating costs of that 
building and the operation of the building, how would you allocate 
those costs? 

Mr. Rusty. Sir, I would allocate the costs of the building on the 
basis of the added expense of that building which was caused by 
second- and third-class. 

Mr. Miuzier. Would we not be getting a little involved. We would 
have to take a truck here and there and to divide its operations. 
We are also getting into the proposition of the building space, which, 
I assume, takes in lighting and heating and all the factors that go into 
the operation; also the capital investment of the building, its location. 
It is the same thing as with a truck. 
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So do you not think when you begin to think the thing through, 
when you begin to take a good look at it, that it is not going to be 
—_ as simple as the oe: you have set forth here, where you are 

ealing with the same thing and the same commodity all the time? 

Mr. Rusrn. Absolutely. I agree, sir. 

Mr. Mruuer. May I say that when you study the cost ascertain- 
ment report of the Post Office Department and you take all these 
multitudinous and various factors that come into it, the only thing 
I can compare it with is trying to fix rate structures by the ICC for 
the railroads, where you weigh the cost, as somebody said the other 
day, of shipping nih against the cost of shipping less-than-carload, 
mixed carloads of freight; you get into all of those things. It may be 
that you would come up with the same thoughts as other people who 
are critical of the cost ascertainment. They could not very well 
develop another system, and within the allowable tolerances, it was 
just about as good a system as could be prepared. 

The CuHarrmMan. You know, as compared to the entire weight of 
mail carried by the Post Office Department, that first-class mail 
constitutes less than 4 percent. How much space do you think it 
would require to store first-class mail alone? Do you think it would 
require these enormous buildings in the metropolitan cities just to 
store and handle first-class mail? 

Mr. Rusty. Sir, a very large portion of the post office expenditures 
is for wages and salaries. I think that in the field of wages and salaries 
the point I am making is most pertinent. I know that the Post Office 
Department is a gigantic organization. 

Mr. Mitter. But you are not going to charge all of the wages and 
salaries to the great number of people who have to work parcel post 
and have to work third-class mail and have to work second-class mail, 
the clerks and similar employees; you are not going to charge all of 
those against first class, are you? 

Mr. Rusin. No, sir; just a fixed part of it. 

Are you gentlemen asking me to develop a cost ascertainment system 
for the Post Office Department? 

Mr. Miter. Yes; I am asking you to do so. You come here and 
tell us, sir, quite smugly how it is going to be done. I am trying to 
develop whether you have ever given much thought to it, or whether 
you just come here to try to confuse the committee. 

Mr. Rusrn. At our company we operate a complicated business 
from a business standpoint. It is not the Post Office Department in 
its complexity. But we operate a chain of women’s fashion stores, a 
chain of hardware stores, furniture stores, mail order business, catalog 
order offices, and catalog order desks and telephone units, and so forth. 
We employ approximately 11,000 people, and we have about three 
and a half million square feet of space in our plant, exclusive of the 
retail space. 

Mr. Mitier. Do you know how many people are employed in the 
post office in New York? 

Mr. Rus. I do not. 

Mr. Mitier. How many would you think? 

Mr. Rusrin. I would not have the slightest idea, sir. 

Mr. Mituer. Would you be surprised if I told you it was in excess 
of 40,000? 
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Mr. Rusin. No, sir. All I am pointing out is that in our organiza- 
tion we have great complexities, too. 

It is a matter of basic approach, sir. There are two different 
theories of how you can develop your cost accounting. One of them 
is based on prorating all your fixed costs on the basis of use and the 
other is based upon taking your fixed costs and charging them to your 
base business, and as you expand your business and add services you 
do not charge the fixed costs to them because it would not cost you 
that much more money to do that additional business. 

And, sir, I would like to point out that if you look at just the reverse 
of it, | think you would perhaps understand just what I mean. Sup- 
pose that the rates were raised so high, or suppose, for example, that 
third class were completely eliminated by law and there was no such 
thing as third class; | simply wish to point out that there would still 
remain a large part of the deficit that is presently charged to third 
class. 

Mr. Miter. | think that is an assumption. If you are going to 
take up one class I will agree with you, but if you are going to accept 
first class as the basic unit of the post office and then weigh the other 
classes against it, I think we could cut the postal deficit materially. 
We could cut the number of people in the post office by about one-fifth 
and the thing would be quite a paying proposition. When you come 
to the overhead in the Post Office Department, the type of super- 
vision that you charge over here in your fixed expenses, it is com- 
paratively negligible. Do you realize that? The percentage is not 
high—the salaries of the postmasters and the rest of them. There 
are fewer people in the Post Office Department in Washington than 
perhaps any other agency, even on a percentage basis. 

Mr. Rusrn. Sir, it is true, as I believe it to be, that a large part of 
ie post office deficit occurs in small post offices, third class and fourth 
class. 

Mr. Miter. Just as the outlets for your business. I used to be 
quite familiar with the operations of a truck manufacturing company 
for which I worked. Its agency was in San Francisco. The San 
Francisco agency for that company never showed a profit, but if we 
did not have an outlet there they could not show the profit they were 
making at their manufacturing plant in Pennsylvania. 

Mr. Rusin. That is exactly the point. 

The CuarrMan. You could not operate your mail-order business 
successfully if you did not have third-class and fourth-class post 
offices. 

Mr. Rusin. Absolutely right, sir. 

The CuairMan. Certainly. 

Mr. Lesinskr. I would like to make an observation here. 

There is a difference between a business and the Post Office. The 
situation is just opposite. Every time you add a man to your busi- 
ness it means more money in the till, but in the case of the Post Office 
Department it is just the opposite. Every time you add a man on 
you lose more money. That is the way it works. 

Mr. Rusin. Sir, I am only trying to point out that it can be due to 
two situations. One is the one to which you are referring and the 
other is the fact that they are overloading the work of the additional 
man with additional other expenses, to make it a loss. We can book- 
keep it any way we want. 
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Mr. Lesinski. You cannot compare it at all. 

Mr. Rusin. We have a very analogous problem in our business. 
I hate to take up the time of the committee, but since the point has 
been raised, I should like, if I may do so, sir, to go into it. 

We operate what we call catalog order units; that is, catalog order 
desks, catalog order shopping units, and so on. So does Sears, Roe- 
buck and Montgomery Ward and all of them. If we were to charge 
those units with the full cost of the catalogs that are being distributed 
to their customers and if we were to charge those units with their full 
share of the cost of the overhead, they would lose money hand over 
fist, and we know that. We have gone through that in great detail. 
We finally arrived at the conclusion that if we eliminated those 
catalog-order units we would not save those fixed expenses. Therefore 
we decided that we sbould only charge the variable expenses to those, 
and instead of losing money we would make a profit. 

I should like to demonstrate that here, if 1 may, gentlemen. 

Once or twice a year for the last several years we have made a third- 
class mailing of approximately 10 million families in the United States. 
This mailing was a free trial catalog offer, whose nature I think is not 
pertinent here. We mailed a total, in 1950, of 9,814,206 copies of that 
mailing. From that mailing there ultimately resulted almost $4,000,000 
in net sales—$3,984,000. The cost of mailing was $201,000. Labor 
for addressing was $29, 000, and postage at 1 cent each was $98,000. 
That makes a total expense for the mailing alone of $329,000. 

Now we have here a little profit and loss statement that dev eloped 
from this mailing. Our net sales were almost $4,000,000—$3,984,000. 
Our gross profit on those sales amounted to $1,288,000. Our adver- 
tising expense consisted of this $329,000 for the cost of that mailing 
as well as an additional $438,000 for the catalogs we mailed to those 
people. That gave us a total amount of advertising expense of 
$768,000. 

Now, we took our operating expenses only on a variable basis, and, 
inc identally, these catalogs only include that variable cost. 

So we developed then a total variable expense of $1,105,000, and 
this mailing then yielded a net profit of $182,959, or 4.59 percent of 
these sales. That is after we stripped out all of these fixed expenses 
and charged only variables. 

Now let us look at that same identical mailing. There is the same 
sales of $3,984,000. We are going to bookkeep this profit and loss 
statement the way we think the Post Office Department bookkeeps 
their profit and loss statement. We are going to charge the fixed 
costs in as well as the variable. Our gross profit remains the same as 
it did on the previous charge. 

The CHarrMaNn. You are not charging the entire cost of the business 
to it; are you? 

Mr. Rustin. No; just the pro rata part, based upon the sales; the 
proportion of our total sales of which this was a part. 

The Cuarrman. What were your total sales for the year? 

Mr. Rusin. This mailing was for 6 months, sir; $41,892,000. 

The CuatrmMan. What year? 

Mr. Rusin. Six months in 1950, sir. 

The CuatrmMan. You represent a very large profit concern. You 
have been growing over the years. 

Mr. Rusin. Yes, sir. 
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The CuHarrMAN. You have been making money. 

Mr. Rusrn. Yes, sir. 

The Cuatrman. And you have been making good money out of 
your mail order business. 

Mr. Rusin. Yes, sir. 

The CuarrmMan. That has been due to the cheap mail rates on 
parcel post and on catalogs. 

You are a businessman and you are interested, of course, in the 
solvency of our Federal Government; are you not? 

Mr. Rusin. Absolutely, sir. 

The CuarrmMan. And you want to hold down the expenditures of the 
Federal Government as much as you can; do you not? 

Mr. Rusrn. Yes, sir. 

The CHarrman. You do not think it is fair, do you, for the Federal 
Government and the taxpayers as a whole to subsidize your mail-order 
business through these unfair, cheap postal rates to your business? 

Mr. Rusrn. I am not suggesting that, sir. I have a specific proposal 
to make when I am through, if I may. 

The CrarrMan. All right. Go ahead. 

Mr. Rusin. All I am trying to point out is that if you take the same 
net sales and same gross profit, charging the same variable expense 
in the previous table But adding this pro rata share of the fixed expenses 
for advertising and operation, the total expenses are $1,600,000, and 
the total profit, $1,288,000, and you ool lose on this method of 
accounting $312,331. That is on the same volume of business, with 
= same mailing, but just by charging the fixed costs one way or the 
other. 

That is the point I am trying to demonstrate, sir. I do not believe 
we ought to have a subsidy, nor should any other users of the mail 
have a subsidy. 

The CHAIRMAN. You are certainly drawing one now. 

Mr. Rusin. No, sir. I am making a recommendation for ways in 
which I think the money can be raised in a more equitable manner. 

Mr. Gross. Mr. Chairman, I have one question. 

The CHarrmMan. Mr. Gross. 

Mr. Gross. In your organization you do not buy and sell jobs, 
do you? 

Mr. Rusin. No, sir. 

Mr. Gross. You know that is done in the postal service, do you not? 

Mr. Rusrn. I would like to point out, gentlemen, one thing more. 
The profits shown in that figure, even if we charged only variable 
expense, was $182,000. Now, if you add the increased postal rate 
which is recommended in this bill, instead of a profit of $182,000 
there would be a profit of about $84,000, because there would be an 
additional $98,000 in postage expense. That would make a net profit 
to us of 2.13 percent of sales, a profit of $84,000, as a result of risking 
more than three-quarters of a million dollars in advertising and doing 
almost $4 million in sales, 2.13 percent. 

Mr. Mituer. That is 2.13. From the time you started this par- 
ticular campaign until it was completed, you balanced the books for 
how long a period? 

Mr. Rvusin. Six months, sir. 

Mr. Miter. So that would be a profit of about 4.26 percent, if 
you doubled it and put on the same campaign every 6 months. 
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Mr. Rusrin. No, sir. We would spend twice as much money to get 
it and it still would be only 2.13. 

Mr. Mitier. You made your 2.13 in six months on your investment 
of how much? 

Mr. Rusrn. If I repeated it the next 6 months, sir, I would have 
to invest the same amount of money again. 

Mr. Miuver. For a limited time. If you could cut the time to 
3 months by putting in efficient ways, then you could make four 
periods, where you could make 2.13 each time. 

Mr. Rupr. That may be, sir. 

Mr. Mituer. Could you cet it down to where you could put on 
eed kind of drive every month, so that you would make it six times 
that? 

Mr. Rusin. Sir, I cannot agree with that. 

Mr. Mituer. I was just thinking, that it isa much better investment 
than buying Government bonds. 

Mr. Rupr. That could be. This is before taxes, too, sir. 

Mr. Mruver. Do not taxes come into part of that overhead? 

Mr. Rupin. None whatsoever. 

The Cuarrman. [ am sure you recommend an increase in first-class 
mail. Do you? 

Mr. Rusrin. That is correct. 

I point out that third class, sir, receives fill-in treatment. Third- 
class mail takes anywhere, in our experience, from 2 to 10 days longer 
to be delivered than first-class mail. Very often truckloads of mail 
and sacks of third-class mail sit in the post office, during certain pe- 
riods, until after the first-class and other preferential mail gets handled. 
So especially in the case of third class, where it does get conscious and 
obvious fill-in treatment as add-on business, what | have been pro- 
posing I believe would be true. 

The CuarrMan. Would you increase first-class mail to 4 cents an 
ounce and let third-class book mail go at 1 cent? 

Mr. Rusin. Yes, sir. 

Mr. Mititer. What would be your position with regard to the 
type of mail you heard described here this morning, with regard to 
these religious, nonprofit, scientific and educational, fraternal papers? 
Would you increase those? 

Mr. Rusin. I believe that raises some additional questions which 
are not pertinent here. 

Mr. Mixuer. Yes, it is. We have a huge deficit. 

Mr. Rusin. Are you talking about first and second class? 

Mr. Miuier. You are recommending going into first class to meet 
some of this deficit. What are you going to do with some of these? 

Mr. Rvusin. I believe third class and second class should be left 
as is, sir, because I think their deficits are grossly overstated. Fur- 
thermore, I would like to point out that by increasing first-class 
mail to 4 cents, you have several pretty obvious advantages. By 
hurting lots of individual organizations in business, in various classes 
of mail, second-class, third-class, and in many of the special services, 
when you are all through doubling the rates in some cases and sharply 
increasing them in others, you do not raise anywhere near the amount 
of money that it is possible to raise by a 1-cent increase in first class. 

Mr. Miiuer. Then let me get my own thinking straight in this. 
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You represent Spiegel’s, which is a big mail-order house, one of the 
biggest in the country. 

Mr. Rusin. Yes, sir. 

Mr. Mixer. And your position is that you are recommending for 
Spiegel’s that we will wish part of the costs of the operation of Spiegel’s 
business on John Q. Public, on the mother who wants to write to her 
son, the people who use first-class mail being primarily the unorganized 
groups in the country. So we are going to go out and take another 
cent out of those each time they use the all ia order to protect Mr 
Spiegel’s profits. 

Is that your position? 

I am just giving you my thinking now. 

Is that your thinking? 

Mr. Rus. No, sir. 

Mr. Mitxer. Then I wish you would explain that away to my 
satisfaction, because that is the way in which I am presently in my 
own mind judging your statement, and I want to give you an oppor- 
tunity to correct my impression. 

Mr. Rusrn. Sir, 65 years ago, first-class postage was 2 cents. 
What other commodity or service has increased as little as 50 percent 
in the last 65 years? 

Mr. Miuuer. I am just asking for my own satisfaction now. You 
are not answering my question. Right now I am putting Spiegel’s 
down as a pretty selfish group of individuals, and I want you to get 
that out of my mind if you can. I want to give you a chance to do 
that. I do not like to think that all organizations of your kind, all 
mail users in your category, are taking the same position. 

Mr. Rusin. Sir, we do not like to think it, either, and we do not 
believe it. 

Mr. Mitier. I do. Now, you are the man to convince me. 

Mr. Rusrn. Our orders from our customers constitute our bread 
and butter. 

Mr. Miter. But in order to raise these postage rates you want to 
take it out on all the people who are not organized, who cannot come 
in here and bring pressure and tell us all these things and prepare all 
these fine statements. You want to put the cost on them. 

Mr. Rusty. Sir, I want to answer your question. 

Mr. Miter. All right, go ahead. 

Mr. Rusin. We depend to a large degree in our business on orders 
that move from the customers to us in first class. 

Mr. Miuuer. But he pays the postage. 

Mr. Rusin. He pays the postage on the packages that go out fourth 
class, too. 

Mr. Miuuer. He pays the postage on the mail orders that come in 
to you. 

Mr. Rusin. That is right; and if you put in an increase it will hurt 
him and hurt our business. We do not feel it is unfair to ask for 
some increase where there has been no increase since the Post Office 
Department’s volume of mail has been growing so terrifically. There 
has been no increase in first class for quite a number of years, since 
it went to 3 cents. Certainly the cost of the service has gone up 
tremendously since that, and it must cost a lot more. 

Mr. Miter. Of course, we do not agree that the cost ascertain- 
ment is correct and I realize it has its defects, but, under cost ascer- 
tainment, this class of mail is still showing a profit. 
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Mr. Rusrn. Under the cost ascertainment, it is. The argument 
that we are making, sir, is that it really is not, and that it is losing a 
lot of money. 

Mr. Mixer. Of course, you are making statements and assump- 
tions, but whether I accept them or the members of the committee 
accept them is another thing. Personally, I do not accept them. I 
have heard people make a much better case than you in trying to 
discredit the cost ascertainment. I am just saying they made a much 
better case than you did, not quite as complicated in trying to get 
it out; but then they have done a much better job, in my opinion. 

But [ would still like you to clear up this thing that Spiegel’s are 
not going to just take advantage of the situation and that you can 
wish this off on to all of the people and give them a little added 
burden to carry while Spiegel’s profits go up and and they have an 
opportunity of doing a pretty good business. Spiegel would not be 
in business if it were not making a profit, would it? 

Mr. Rusin. Sir, I tried to answer that question just a minute ago. 

Mr. Mitier. How about the man of the street, the man that 
writes letters back and forth, that has nothing to do with Spiegel; the 
general public? Has Spiegel no regard for them? 

Mr. Rusin. Sir, you are assuming there is no deficit in first class 
and that this point I am making is not valid. 

Mr. Mituer. Let us accept this until you can show there is a 
deficit in first class, if you can prove it successfully. I am not going 
to accept your assumption that there is a deficit in first class. And 
if you do go into it, you could not do it in half an hour or 3 days or 
3 weeks, for that matter. 

Mr. Rusrn. Years, for that matter. 

Mr. Mruter. We agree on that. Until you show that, I am going 
to assume the cost ascertainment report as being the best figures we 
can get. 

The next question is, Has Spiegel no regard for the general public 
as long as Spiegel’s profits are protected? 

Mr. Rusty. Certainly Spiegel has great regard for the general 
public. Spiegel has many millions of customers, not one hundred or 
fifty or a thousand, and what affects the general public affects Spiegel’s 
very vitally. 

he CuarrMAN. Do you think third-class mail is paying its cost of 
carriage? 

Mr. Rusty. I do not know whether it is paying its cost or not, based 
upon this thinking I outlined here, because there is no cost ascertain- 
ment system that will tell me, sir. I am simply pointing out it is not 
losing the money which they say it is losing and that first class is not 
making the money which they think it is making. 

Mr. Mititer. How much would you say it is losing? 

Mr. Rustin. I have no idea. 

Mr. Mitier. When you come in here and make that statement I 
would like to know how long and how closely you have studied these 
figures. Have you had auditors go over some of these figures to deter- 
mine this? 

Mr. Rustin. We have had our statisticians go over these figures. 

The CuartrMan. I gathered from your observations that you 
thought first-class mail was responsible for the entire deficit. 
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Mr. Rusin. I am pointing out that, in my opinion, a large part of 
the deficit is created by the first class. 

The CuatrMan. How much of a deficit do you say should be charged 
to first-class mail? 

Mr. Rvsin. I have no basis for saying, sir, and I could not say it. 
Quite honestly, I do not know; but nor does anybody else, sir. 

The CuHairman. Do you say that you would increase first-class 
mail, leave second-class as it is, leave third-class as it is, leave the 
special services as is? 

Mr. Rusrn. That is right. 

The CuatrMan. Would you leave parcel post as it is? 

Mr. Rustin. Parcel post is handled in a separate way. 

The Cuairman. But would you leave that as it is? 

Mr. Rusin. No, sir. 

The CuatrmMan. Do you believe in increasing that substantially? 

Mr. Rusin. A substantial increase in parcel post; an increase, sir, 
larger than the one contained in the bill in the last Congress. 

Mr. Mitier. How about the special services, such as c. 0. d.; 
would you leave them as they are, or change them? 

Mr. Rusin. Sir, if I follow this argument consistently and if they 
are not losing the money that it appears they are losing, depending 
on how the fixed expenses are charged, it may not be necessary to 
touch them at all. 

Mr. Miter. But if they are? 

Mr. Rusw. If they are, I would increase the third-class. But I 
do not believe it is necessary. 

Mr. Miuyier. There was a company originating in the same city, 
Chicago, that sent its people in here the other day because they sell 
all of this merchandise c. 0. d. They made a very rational plea that 
c. 0. d. should not be touched at all, that there was plenty of money 
coming in and that we should not touch the special services. Of 
course, we heard the same thing about some of these classes here, but 
they said if we touched them we were going to affect their profits. 
They were willing to leave first class alone. 

Mr. Rvsrn. I would like to point out to you that we are not quite 

that self-centered, although I am sure we are interested in our profits 
just as any other company is. You know, we are not opposing the 
increase in post-card rates from 1 to 2 cents, and we use tremendous 
quantities of them. This mailing of 10 million all enclosed a card. 
If those people have to put a 2-cent stamp on instead of a 1-cent 
stamp we will get far fewer returns and we will expect that to hurt 
us. 
Mr. Miiuer. You are very consistent in that, because post cards 
are presently losing about 1.6 cents every time one is used. If we 
raised first-class mail we would have to go up with them. I grant 
you that you are very consistent in that. 

Mr. Rustin. I am sorry that, because of the questions, my state- 
ment was taken completely out of order. But I think that concludes 
the point I was trying to make and the detailed statement is here for 
the record. 

The CuarrMan. The entire statement will be included in the record. 

(The statement referred to follows: ) 
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STaTEMENT OF Epwarp B. Rusin, Sates PLANNING MANAGER OF SpreGet, INc., 
Curcaco, Iu. 


Mr. Chairman and members of the committee, I am Edward B. Rubin, sales- 
planning manager of Spiegel, Inc., of Chicago. Spiegel is a general merchandise 
concern selling both through retail outlets and by mail order. Of its $145 million 
net sales in 1950, approximately $100 million resulted from mail-order business. 

I have been sales-planning manager of the concern since 1945, prior to that 
time I was in charge of studies of customer buying habits for the same concern. 
I have been in the mail-order business since 1938. It is my present responsibility 
to secure business for Spiegel’s. In the accomplishment of this objective, | am 
in charge of circulation of large and small mail-order catalogs, sales promotion, 
and market research. This requires giving detailed analysis to the cost of various 
promotions which involve substantial mailings, primarily in third class. Such 
third-class mailings in the year 1950 approximated 40,000,000 pieces exclusive 
of small catalogs of less than 8 ounces. 

Spiegel’s, as a large user of postal services of all types, desires to cooperate in the 
formulation of legislation designed to se earag the revenues needed for postal 
operations. We recognize that the problem is a complex one, both because the 
postal service is intended to be a service organization and because no reliable 
method now exists by which the costs of particular categories of this service can be 
determined, as will be demonstrated later. 

We are not opposed to increases shown to be both economically feasible to the 
public and required for efficient postal operations. We do oppose the bill pending 
before your committee as one which places an unfair burden on certain users of the 
service, which does not provide an adequate permanent solution of the existing 
problem, which fails to take into account preferential or deferred treatment of 
certain mails, and as one which will fail in its limited objective through causing 
reductions in volume and revenues in the affected classes. 

We believe that the Congress, in considering such legislation, should concern 
itself not only with the total increased revenues but also with the equity of the 
allocations of such increases to the respective classes. Correspondingly, it is 
necessary that consideration be given to the basis upon which the Post Office De- 
partment has assigned expenditures to the several classes and special services. 

I will not outline here the oft-repeated and completely valid criticisms of the 
cost-ascertainment system of the Post Office Department, except as may be 
necessary to an understanding of the expressions contained in this statement. 
The cost-ascertainment system attempts to allocate expenditures on the basis of 
the “use’’ by several classes of the mails of the facilities and services provided. 

These allocations do not take into account the fact that one class of mail, such 
as third class, is given deferred treatment, as compared with first-class mail. 
They do not take into account fully, the value of services performed by bulk- 
mailers in precancelling, sorting, tying, and delivering mail to post offices. Most 
importantly, they do not take into account that the Post Office Department is a 
service institution with a large proportion of fixed expenses for facilities which 
must be maintained regardless of volume of business, primarily required for the 
handling of first-class mail. As a corollary, the Department’s allocations fail to 
recognize the economic truism that added business should be measured by added 
cost per unit of such additional business rather than by total unit cost. 


RELATION OF FIXED TO VARIABLE COSTS 


At Spiegel’s and at many other large organizations of which I have knowledge, 
the cost-ascertainment system separates costs into two classes: fixed and variable. 
The fixed expenses include those items which do not increase as our volume of 
business increases, such as light, heat, supervision, rent, etc. The variable ex- 
penses include those costs which increase directly with increases in volume, such 
as clerical and warehouse help directly concerned with handling the additional 
volume. This separation is very vital and basic to business planning. It per- 
mits us to decide exactly how much more we will have to spend to handle addi- 
tional transactions and it permits us to determine how much we would save if we 
eliminated certain transactions. We know that the fixed expenses would remain 
the same whether we had the additional volume or not and that the only increase 
in expeuse is in the direct variable items for additional volume, and, conversely, 
the only savings through the elimination of this additional volume is in the variable 
expense. 
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For example, our expenses in preparing a new catalog consist of the following 
categories of expense for producing 1,000,000 catalogs. 


Fixed expenses: 
Engravings, positives, make-ready, ete 


Composition __-..-.-.-------- 
Advertising, production, and copy ywriting 
Addressing and mailing supervision 


ee GNI bai Sis cir o nie dine sie 6 one Ssbinicindio’ 3 


Variable expenses: 
Paper-- - - 
Presswork _ _ - 
Binding ties 
Swatches __--- -- 
Varnishing--_-- 
Ienelosures__-- - - -- 
Postage 
Addressing and mailing wages abeich 


Total variable expenses__._-...------------ 


Thus, once we have paid for the fixed expenses, these do not increase 1 penny if 
we decide to print 1,000,000 extra catalogs nor do we save 1 penny in fixed ex- 
penses if we decide to reduce our circulation by 500,000 copies. The only expenses 
which vary with the circulation are the variable expenses. In deciding, therefore, 
whether to distribute an extra 1,000,000 catalogs we develop a profit-and- loss 
statement based only upon the variable expense items. The last 1,000,000 
catalogs, therefore, cost us much less than the first 1,000,000 catalogs. 

This is a matter of common knowledge. If a business does $1,000,000 in 
volume and develops a method of adding $250,000 in sales, the percent profit on 
the extra $250,000 is much greater than the percent on the first $1,000,000 be- 
cause there is no fixed overhead to pay on the additional business. 

The Post Office Department does not use this simple accounting device which 
has so helped build American industry. 


COMPARISON OF METHODS OF COST ALLOCATION 


The following illustration shows the different results obtained in using the 
ordinary business method of determining the profit character of additional business 
as compared with the results which would be obtained should the Post Office 
Department’ 8 cost-ascertainment method be used. 

Spiegel’s has a single mailing of almost 10 million third-class pieces once or 
twice a year to stimulate additional business, that is, business above and beyond 
that produced by our regularly scheduled catalog mailings. Example I, gives the 
results for such a mailing in 1950: 


Example I 


Description of mailing.—Free trial catalog offer to selected families throughout 
the United States. 


Number of pieces mailed - 9, 814, 204 
Net sales as a result of this mailing $3, 984, 450 


Cost of this mailing: 
Paper and printing $201, 785 
Labor (addressing) $29, 443 
Postage at 1 cent each $98, 142 


$329, 370 
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Profit or loss from mailing 





Percent to 
net sales 


| Dollars 





Net sales 
IR eral eo iri rieeeeaduine adevedhddudduscleceodibastamnees ia 


3, 984, 450 | 


| 1, 288, 173 | 


{SSS SSS 


Advertising expense:! | 
Mailing of offer__- 329, 370 | 
Catalogs and sale books pestle | 438, 760 | 


Total 768, 130 19. 28 


Operating expense !__ PRE NI EIGEN 2 el nS | 337, 084 | 


Total variable expense !_____ 1, 105, 214 | 


Net profit, actual..........._- , a 959 | 
' ' 





! These expenses are based on the consideration that these sales were ‘‘added volume." That is, the ex- 
penses do not include any fixed overhead expenses such as executive salaries, depreciation of plant and 
equipment, heat, light, etc. 

Example 2 


Description of mailing.—If we were to make exactly the same mailing and to 
apply the costing method of the Post Office Department system, at present rates, 
we would charge fixed and variable costs instead of variable alone. Under such 
an accounting method the figures would be as follows: 


Profit or loss from mailing 








Dollars Percent 


3,984,450 | 100. 00 
1, 288, 173 


Net sales. _. 
Gross profit 


Variable expense: 

Advertising ‘ 

ko hccnct> dbbceelsotiinsshand= : 
Fixed expense:! 


Advertising - - 
Operating - .. 


Total expense 
Co ee ee 


108, 798 

386, 492 
1, 600, 5 
(312, 3: 





! Fixed expense based upon pro rata share of these net sales ($3,984,450) with respect to total net sales of 
$41,892,200. 


The results of this comparison are self-evident. Spiegel’s was able to add nearly 
$4 million to its sales at a cost of only 95.41 percent of sales, producing a net 
profit of $182,959 and a profit ratio of 4.59. But had the Post Office Department 
added $4 million to its revenues and expenditures ascertained by its methods, it 
would have reported a loss of $312,331 or 7.84 percent of sales. If businesses 
used the methods used by the Department, total business conducted by them 
would be substantially less, and use of the postal service would be markedly less, 
Conversely, rates made on the basis of expenditure allocations made by the 
Department, would drive such ‘‘added”’ business from the mails. 


EFFECT OF PROPOSED INCREASED RATES FOR THIRD CLASS 


Returning to the two examples given, had the rates proposed for third class in 
H. R. 2982 been in effect at the time of this mailing, instead of a postage cost of 
$98,142, we would have had a postage cost of double that amount, or $196,284. 
Even on the basis we use for determining the cost of securing such added business, 
our net profit would have been reduced from $182,959 to $84,817, or 2.13 percent 
of sales. 

It can be seen that this profit, which is before taxes, is too small to justify the 
risk inherent in the expenditure of $329,730 expended for this mailing, and an 
additional $438,760 to cover catalog costs, making a total advertising expendi- 
ture of $768,130 to create almost $4,000,000 worth of business and a profit of but 





682 POSTAL RATE REVISION 


2.13 percent. It has such a poor profit prospect that it would result in the elimi- 
nation of this mailing by Spiegel’s. 

The effect of the elimination of this single-mailing—one of many which Spiegel 
would have to discontinue—must be measured not only by the loss of $98,142 of 
pee postal revenues but also by losses in other classes of mail on the mail-order 

usiness engendered by this mailing—including first-class letter mail revenue, 
parcel post revenue, c. 0. d. revenue, air-mail revenue, special delivery revenue 
postal money-order revenue and postal note revenue. 


THIRD CLASS IS ADDED VOLUME BUSINESS 


By and large, the postal facilities necessary for the handling of first-class mail 
are used also for handling third-class mail, but it is not handled with the same 
priority or service as is first-class mail, and if third-class mail or an appreciable 
portion of it were to be driven from the mails, the great bulk of expenditures 
would remain to be met by first-class and other classes of mail. hird-class 
mail receives ‘‘fill-in’’ treatment. 

Truckloads of third-class mail have been taken to the post offices during 
December and have been refused permission to unload; on other occasions such 
mail, having been accepted, remains in the post cffices and is not handled until 
the workload of priority mails has been eliminated or substantially reduced. 
This type of deferred handling goes on throughout the year. Our experience 
with third-class mail is that it takes anywhere from 2 days to 10 days longer than 
first-class mail for a letter to be delivered. 

Since third-class mail is given this deferred handling, and is handled without 
great increases in fixed costs, its handling alone is of a much smaller deficit char- 
acter, if any, than is reflected by the cost ascertainment system which assigns 
expenditures on a straight use basis. In other words, the expenditures assigned 
to third class have been substantially overstated; the unit costs developed to re- 
flect the cost of handling individual pieces of third-class mail substantially exceed 
the actual unit costs because fixed costs are included on a pro rata basis. 


GROSS INEQUITIES CREATED BY GREAT DIFFERENTIAL BETWEEN PURPORTED THIRD- 
CLASS DEFICIT AND SECOND-CLASS DEFICIT 


Even with the increases proposed in H. R. 2982, second-class mails will still 
lose $161,847,000 after the total increase over a 3-year period is in effect and will 
only be paying approximately 35 percent of its way. Without any further increase 
in rates third class pays 51.22 percent of its way (calendar year 1949). Because 
the material in third class is identical to much of the advertising carried in second- 
class media it is completely inequitable and discriminatory to force third-class 
users to suffer a competitive disadvantage because of much higher rates as com- 
pared to advertisers in second-class publications. When this discriminatory rate 
differential is vastly increased, as it would be under the provisions of the current 
bill while granting a tremendous subsidy to second class, the situation is com- 
pletely inequitable and places an unfair and impossible handicap upon users of 
third-class mails, 


RATE DIFFERENTIALS BETWEEN THIRD-CLASS AND SECOND-CLASS MAILS WILL DRIVE 
ADVERTISERS FROM THIRD-CLASS MAILINGS TO SECOND-CLASS ADVERTISEMENTS 


If the third-class increases contained in H. R. 2982 are approved it will become 
desirable for advertisers to divert their promotions from third-class mails to 
second-class publications, where possible. For example, the mailing of almost 
10,000,000 pieces referred to previously cost $329,370. To reach a total circula- 
tion of 46,600,760 in magazine audience Spiegel’s paid $72,841 in the early part 
of this year. No one knows exactly how much duplicate audience exists in this 
total magazine circulation, but if we assume that it is 75 percent, it still leaves 
an audience of 11,650,190 to receive the same promotion mailed to the 9,814,204. 
We received 120,000 replies for our $72,841 in magazine advertising as against 
508,230 replies from our $329,370 in third-class mailings. Thus, magazine replies 
cost Spegel’s $0.61 each and replies to our third-class mailings cost us $0.65 each. 
This was true in spring, 1951, without the contemplated increase in third-class 
rates, There are definite advantages to an advertiser of going into third-class 
mailings instead of in magazines for promotions such as these. 

The most important advantages are the ability to pick communities and even 
neighborhoods, and the avoidance of duplicate readership. But when the rates 
are increased to the extent contained in the bill under consideration by this com- 
mittee, the advantages accruing to third class dwindle and disappear. 
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Transference of much of third-class promotions to second-class media, or out of 
circulation entirely, will not save the Post Office Department the money one would 
be inclined to assume it would because of their failure to separate their fixed from 
their variable expenses. Furthermore, it would tend to result in heavier second- 
class publications which would tend to increase the Post Office Department’s 
deficit in this class of mail. Finally, it would reduce the markets of advertisers 
and restrict their commerce by tending to force them to give up scientific pin 
pointing possible in third class in favor of broadcast magazine circulations; and it 
would leave no alternatives for those users of third-class mail who mail to a 
— customer list, for magazine circulations do not coincide with their customer 
ists. 

RELATIONSHIP OF DEFICITS BY CLASSES 


The President’s message relating to H. R. 2982 estimates the postal deficit in 
fiscal yor 1952 at $521,000,000, after eliminating the deficit in fourth class ex- 
pected to be met in a pending proceeding before the Interstate Commerce Com- 
mission. This figure represents a $4 million smaller deficit in the remaining 
classes than was computed by the Post Office Department on the basis of actual 
results in calendar year 1949 adjusted to reflect present and projected increases in 
costs. The figures quoted below are from the calendar year 1949 tabulations of 
the Department. 

Since the President’s message indicates that the deficits incurred in the hand- 
ling of subsidy, franked, penalty, and similar type mails should not be made up 
by increases in other classes, and since it is the policy of Congress to charge the 
deficits this incurred to the public generally, the deficit of $161 million from 
these services is to be eliminated, leaving a deficit of $364 million for the remain- 
ing mail services for 1949. By remaining classes, the net results for 1949 (there 
coe a net revenue of $5 million from nonpostal and unassignable items) were as 
ollows: 





Adjusted Deficit 


Revenue expenditure 


$680, 233, 939 ($42, 058, 430) 
249, 772, 968 205, 810, O85 
289, 270, 545 141, 113, 140 
233, 645, 670 64, 530, 183 


1, 083, 528, 144 | 1, 452, 923, 122 369, 394, 978 




















REALLOCATION OF COSTS 


From what has been said before it is clear that a proper cost allocation system 
would necessarily assign a smaller proportion of the expenditures to third class, 
second class, and the special services, and a higher proportion of the expenditures 
to first class. Oniy a very small percentage of the expenditures charged to third 
class were expenses directly allocable to third class; the vast majority were ex- 
penses apportioned on the bases of the relative use made by third class of postal 
services without regard to its status as “additional” business. 

Although the Department shows first class as producing a net profit of $42 
million, it is within this class that expenditures are understated. In order for an 
accurate determination to be made of the proper proportions of apportioned 
expenditures to be made to the various classes, an entirely new cost ascertainment 
system, giving consideration to the various factors hereinbefore enumerated is 
necessary, and should be developed. Such a system would necessarily develop 
fixed and variable costs, would assign fixed costs on the basis of relative priority 
and necessity factors, and would assign variable costs in proportion to volume and 


se. 

The fact that first-class costs are understated not only is evident on a basis of 
analysis of fixed and variable costs, but also on several other bases: 

1. As a former collector of postage stamps I know that the fee for delivering a 
first-class letter 65 years ago was 2 cents. What other service or commodity has 
increased by as little as 50 percent in the past €5 years? We know that costs have 
gone up tremendously since those days. A Chicago department store, in cele- 
brating its sixty-eighth birthday recently, repeated a 68-year-old advertisement 
for coffee at 19 cents a pound and it was necessary to call out riot squads to handle 
the mobs who were accustomed to paying 500 percent more than that. 


82021—-51—_—_-44 
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2. Tremendous increases in post-office costs and deficits have occurred since 
the first-class rates were raised to 3 cents. It is precisely this tremendous rise 
in costs and deficits that highlights the inescapable conclusion that first-class 
costs must have risen sharply, to. Yet, it shows no deficit. Why? Because of 
understatement of expenses which are shifted to the other classes of mail. 

3. Historically, the Post Office Department was set up precisely for the sole 
purpose of handling first-class mails. The other classes were added to an existing 
structure. 

4. There are many large items of expenses presently allocated to third class 
which obviously would not be reduced if third class were entirely eliminated. 
For example, rural mail carriers would have to continue no their routes as long as 
there was a single first-class letter to deliver. Not one postmaster would be 
eliminated. These are just several of the perfectly obvious demonstrations that— 

(a) Third class is “‘plus’’ business and should be so treated; 

(b) Driving a large volume of third-class matter out of the mails by 
doubling the rates will not reduce the deficit proportionately, but will 
definitely increase the percentage deficit. 

Therefore, historically and on the basis of common sense, it seems eminently 
reasonable to resolve the major part of the problem by assigning a much larger 
share of the costs to first class than is presently the case and to raise first class 
rates to 4 cents for letters and 2 cents for postcards. This would raise $238,000,000 
in additional revenue. 

If we disregard subsidy mail and parcel post—though the present arguments 
all point to the fact that the supposed losses sustained by classes are likewise 
grossly Overstated—the present deficit becomes $364,000,000. If we deduct the 
$238,000,000 resulting from first-class increases described above, the Post Office 
Department, will operate at a total deficit of but $126,000,000, an extremely 
reasonable figure as compared to the $198,000,000 deficit which would still exist 
under the rates proposed in the current, bill. 

Not the least of the advantages of carrying out this proposal is thac first class 
is the only class of mail that contains the potential for making a large contribution 
to the postal-deficit problem. By seriously hurting many individual users of 
second and third class, as well as of the special services, the deficit. will remain 
much larger. Here is a method of recouping all but a small part of the deficit 
without seriously endangering many businesses; without withdrawing much 
merchandise from general commerce; without taking away from rural dwellers 
the opportunity of shopping competitively with their urban neighbors; in short, 
without creating a ripple in the economie activity of the country. 

How can users of first class object to paying but one penny more for first-class 
service when they are paying many dollars more for everything else? If they 
had to pay many cents more for merchandise or for publications, the millions of 
users of such service would be much more affected. 

Therefore, it is strongly urged that no increases in second and third class be 
considered and that instead a frontal attack be made on the problem by increasing 
first-class mail from 3 cents to 4 cents and post cards from 1 cent to 2 cents. 


The CuarrMan. Are there any further questions of the witness? 

It is time for us to now go on the floor of the House because of the 
quorum call, and we cannot extend our hearings any further this 
morning. We will not have time to hear this morning the four 
witnesses who reside here in Washington. They are Mr. Sam O'Neal, 
representing the National Council on Business Mail; Mr. Charles E. 
Foster, assistant legislative director of the Disabled American Vet- 
erans; Mrs. Margie Malmberg, representing the American Library 
Association, and Mr. Christian Nor rord, representing the American 
Humane Association. We have a full schedule for tomorrow, Fri- 


day, and we will have to ask these witnesses if it will be convenient 
for them to come back next Tuesday. We will schedule the four of 
them the first thing. 

Mr. Miuuer. I might say, Mr. Chairman, that Mrs. Malmberg 
has been most patient with us. 

The CuHartrMaAn. Apparently it is agreeable with all of them. I 
have a statement from Mr. Marshall Reinig, president, Davidson 
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Publishing Co., Duluth, Minn., which will be inserted in the record 
at this point. 
(The matter referred to is as follows:) 


STATEMENT OF MarsHatu Rernic, Davipson Pustisnine Co., DuLutH, MINN, 


My name is Marshall Reinig. My home is in Duluth, Minn. I am the 
president and half owner of the Davidson Publishing Co., and treaurer and half 
owner of Fur Farm Publications, Inc., two closely affiliated small companies 
operating out of one office. We publish Paper Sales, a magazine of national 
circulation devoted to the specialized field of paper distribution, and the American 
Fur Breeder, a national business magazine devoted to fur farmers. 

I came here today at my own initiative and expense—not in any official capacity 
nor to represent any association or any big publishing interests. I believe you 
have already heard the views of the big publishers, as represented by two or 
three associations with headquarters in New York City. 

While I have no quarrel with those New York publishers, I know that in many 
respects their circumstances are a good deal different than mine and others like me 
throughout the country. 

So, I appreciate this opportunity to come before you and testify not only in 
behalf of the business that my associates and I have managed to build up over a 

eriod of years but also because I am sure that in testifying of my circumstances 

am at the same time giving you a situation that is typical with many hundreds of 
the small-business paper publishers located throughout the East, South, Midwest, 
and the far West. here are firms like my own in Duluth, located in Memphis, 
Nashville, Lake Charles, Atlanta, Birmingham, Louisville, Des Moines, Tulsa, 
Kansas City, Dallas, Denver, Minneapolis, Seattle, Portland, San Francisco, 
Los Angeles, and in many of the smaller cities in other States throughout the 
whole country. 

I am not going to present any lengthy treatise on the virtues of our business, 
but I do think it pertinent to your considerations to point out to you that with 
both of our magazines, as with many others of our contemporaries throughout the 
country, We are rendering services to our respective industries and to our Nation’s 
welfare that have received a good deal of commendation. 

Almost 10 years ago our paper sales took the initiative in introducing the payroll 
savings plan into the paper-distributing industry. Working in conjunction with 
the Treasury Department, the plan—then unknown— was introduced for the first 
time to our industry through our pages, and we contributed without cost a total 
of over 50 pages to the program, which became very widely adopted in the paper- 
distributing field. 

During World War II, a large part of our efforts were given over to rewriting 
the Government specifications and disseminating the information to more quickly 
facilitate the requirements of specialized papers in the war effort. We publish 
the Paper Yearbook, a 600-page annual, which, along with other information 
including all Government specifications, lists and describes every paper and every 
paper product with full information about each. This is an expensive book to 
compile, print, and distribute, and we sell it at $10 a copy. Yet, we have never 
failed to furnish one free to any Government agency or library which actually 
needed the book and advised us that it did not have an appropriation for its 
purchase. 

For these and for other efforts, we have been commended by the Treasury and 
other departments of the Government as well as by practically every branch of 
the armed services to which we have furnished paper and paper-product infor- 
mation and extended other help in connection with the procurement of these 
products. 

Now, after having sustained many increases in costs, including increased taxes, 
and met other problems, the Post Office Department comes along with a request 
for a fantastic, unbelievable, unbusinesslike 100-percent increase in second-class 
rates. That is a larger increase in cost than any we have ever been previously 
called on to face at one time. 

I am in no position to understand the broad ramifications of the Postal Depart- 
ment. I have read that there are a number of ways that that Department could 
effect economies that would make it unnecessary to demand the increases in 
postage rates it is now requesting. I don’t know whether that is true or not. 
But, the Postmaster General has told you that newspaper and magazine publishers 
can have no valid objection to the 100-percent rate increase because publishers have 
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increased their prices by 100 to 300 percent and he has told you that the publishing 
business ‘‘has never been more prosperous.” 

While I admit I don’t know much about the Postal Department, it is very 
apparent that the Postmaster General has a great deal to learn about the publish- 
ing business, particularly in relation to the small publishing business such as I 
represent. 

Just to clarify that accusation of the Postmaster General about our increases 
in prices, I would like to tell you that the subscription rate for our Paper Sales 
in January 1941 was $3 per year. That subscription rate in January 1951, 10 
years later, and currently this month, is $3 per year. We haven’t increased our 
subscription rates one penny. 

Our advertising rate at the end of 1941 was $115 a page and is currently $150 
& page on a contract basis, and increase of approximately 30 percent. 

yhy, you may ask, in the face of inflationary conditions, have we not increased 
our subscription rates at all on this magazine and increased our advertising rates 
only 30 percent? 

The answer to that is: Competition. Unlike the post office, which has a 
monopoly, and the services of which we publishers must employ on the basis of any 
charges you gentlemen will permit it to assess, we in the publishing business 
have competition—lots of it. As a result we have to provide the maximum 
possible in services at the lowest possible cost or some enterprising guy will come 
along and figure out how to provide those same services for less. And our cus- 
tomers just have not permitted us to advance our charges any more than the 
slight increases we have been able to put in gradually over a period of years, the 
sum total of which, is, as I have already stated, approximately 30 percent in my 
own business. That’s a far cry from the 100 to 300 percent the Postmaster 
General picked out of the air. 

To give you a little more intimate acquaintance with just what we small 
publishers are faced (as a result of the request contained in H. R. 2982) I am going 
to give you some figures which because of pride, modesty, or other personal 
reasons, many small-business men refrain from giving in a public hearing of this 
sort. 

I am going to tell you that our total revenue for the calendar year of 1950 was 
less than $200,000. Our operating profit before Federal and State taxes—and bear 
in mind that I said before taxes—was $7,198.53. 

Now, during this same period our total cost for permit postage—that is, mailing 
of the magazines—was $2,643.51. Our cost for all other postage—parcel post, 
first- and third-class mail—was $5,639.57. In other words, our total postage bill, 
for a little business like ours, last year was $8,283.08—-15 percent more than our 
total profit before taxes. 

If our magazine distribution costs were doubled, and if the cost for other post- 
age was increased as requested, you can clearly see that even our present small 
margin of profit would be eliminated. 

Is it any wonder that I make this trip here from Duluth to protest against an 
arbitrary 100-percent increase in an item of cost that would create such havoc? 

With the knowledge in your hands of what this would do to so many of us— 
small-business men—and to our employees, and to the people whom we serve, I 
don’t believe you gentlemen will permit this to happen. 


The CHarrMAN. The committee will stand adjourned until 10 o’clock 


tomorrow morning. 
(Whereupon, at 11:15 a. m., a recess was taken to reconvene at 10 


a. m., Friday, April 13, 1951.) 
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FRIDAY, APRIL 13, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrice AND CiviL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding, 

The CuarrmMan. The committee will be in order. 

This morning the House convenes at 11 o’clock. For that reason 
we will conduct the hearings as rapidly and expeditiously as possible. 

The first witness this morning is Mr. James L. Wilmeth, national 
secretary of the National Council, Jurior Order United American 
Mechanics, Philadelphia, Pa. Mr. Wilmeth is accompanied by Mr. 
Charles E. Babcock, of Vienna, Va. 

We will be glad to hear from you, Mr. Wilmeth. 


STATEMENT OF JAMES L. WILMETH, NATIONAL SECRETARY, 
NATIONAL COUNCIL, JUNIOR ORDER UNITED AMERICAN 
MECHANICS, PHILADELPHIA, PA. 


Mr. Witmeru. My name is James L. Wilmeth. I represent the 
National Council, Junior Order United American Mechanics, with 
headquarters in the city of Philadelphia. Mr. Babcock is also a 
colleague of mine and will be here in a few moments. 

We desire to put in an appearance on this bill H. R. 2982, the postal 
rate increase bill, and we are particularly interested in second-class 
postage rates on fraternal magazines. 

I have a brief statement here, Mr. Chairman, that I can read if you 
wish me to do so, or we can just confine ourselves to an argument for 
an exemption. 

The CaarrMan. Your statement will be included in the record, 
and you can make such observations or arguments as you deem fit in 
connection with your prepared statement, 

Mr. Witmera. Yes. 

(The statement referred to is as follows:) 

NATIONAL CouNCIL, 
Junion ORDER UnitED AMERICAN MECHANICS, 


Unitep States oF NortH AMERICA, 
Philadelphia, Pa., April 11, 1951, 


STATEMENT OF THE REPRESENTATIVES OF THE NATIONAL CoUNCIL, JUNIOR ORDER 
UniTepD AMERICAN MECHANICS 


This measure introduced by the chairman of your committee is designed to 
readjust postal rates and rates payable for transporting the various classes of mail. 
Section 2, page 2, second-class mail, line 10, et seq., provides for the increases 
over existing rates for the transportation of second-class mail. We quote: 
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‘Sec. 2. (a) In the case of publications entered as second-class matter (including 
sample copies to the extent of 10 per centum of the weight of copies mailed to sub- 
scribers during the calendar year) when mailed by the publisher thereof from the 

st office of publication and entry or other post offtce where such entry is author- 
ized, or when mailed by news agents (registered as such under regulations pre- 
scribed by the Postmaster General) to actual subscribers thereto or to other news 
agents for the purpose of sale, the total postage computed at the pound rates in 
effect under existing law and based on the bulk weight of each mailing shall be 
increased by 50 per centum, beginning on the first day of the second quarter 
beginning after the approval of this Act and by an increase of 25 per centum, 

ased on the rates now in force, to take effect each year thereafter over a period 
of two years: Provided, That publications having over 75 per centum advertising 
in more than one-half of their issues during any twelve months’ period shall not 
be accepted for mailing as second-class matter and their entry shall be revoked.”’ 

We submit that under the wording of section 2 (a) quoted above, the Junior 
American, the official organ of the National Council, Junior Order United Ameri- 
can Mechanics, is not subject to the proposed increase in postal rates. We base 
this statement on the following facts: 

(A) The Junior American is furnished to members of the Junior Order United 
American Mechanics throughout the United States. 

(B) It has no subscription list, but is supplied to its membership from the taxes 
imposed by the national council upon all members of subordinate councils. 

(C) The Junior American is not an advertising medium, seeks no advertise- 
ments except for the national council and its auxiliary, the Daughters of America, 
and three small advertisements of supply houses for lodge supplies. The total 
amount of revenue received during the last calendar year from these small adver- 
tisements amounted to $61.75, which was turned in to the national council as 
revenue and not as a payment to any person or member. 

We wish, however, to state that notwithstanding our opinion that the Junior 
American is not embraced within the provisions of the above section, that the 
National Council of the Junior Order United American Mechanics is a secret, 

atriotic, fraternal, beneficial organization, with no shares of stock nor stock- 

olders. It is incorporated and chartered under the laws of the Commonwealth 
of Pennsylvania under the act of 1874 for the incorporation of charitable bene- 
ficial organizations. It began the care of orphan children 55 years ago, before 
the United States or the States started welfare work. It built the largest fraternal 
orphanage in America at Tiffin, Ohio, and established and built another orphans 
home at Lexington, N. C. Over this long stretch of years it has received into 
these two homes and trained and educated more than 6,000 orphan children of 
the deceased members of the fraternity. All the expense of this tremendous 
undertaking has been borne by the membership of the fraternity through a mod- 
erate rate of lodge tax imposed upon every member. 

In addition to the welfare work of the fraternity the fraternal benefits paid 
by the order to its members through its system of benefits amounts to more than 
$55,000,000. These benefits have been extended and paid into the families of 
100,000 of our deceased brothers. Other claims of varying kinds are in excess 
of 25,000 in number. These statistics do not include the amount of benefits 
paid by the subordinate councils of the order throughout the United States in 
the form of sick benefits to members and charity extended to the members’ 
families. We cite these things to show that the National Council of the Junior 
Order United American Mechanics fully measures up to all of the requirements 
of a fraternal benefit society organized not for profit but for the benefit of its 
membership. 

Our magazine goes into the homes of our members monthly. Its cost is paid 
from taxes received from members of councils. 

If your honorable committee agrees that our magazine does not fall within the 
increases proposed, we shall be greatly pleased, and we hope that you can see 
your way clear to act in accordance with the views expressed herein. 

To increase postal rates in mailing the Junior American would work a hardship 
on the national council, and would likely necessitate the imposition of a larger 
tax to meet the increased rates. As set up at present, we have no other means of 
revenue to meet these proposed rates. Weare, therefore, opposed to the imposition 
of any increases in postal rates on the official organ of our fraternity, and also the 
organs of other fraternal societies engaged strictly in benevolent and fraternal 
work, which maintain orphanages, sanatoria, etc., and where the element of profit 
does not exist. 

We submit further that the National Council of the Junior Order United Amer- 
ican Mechanics complies strictly with the fraternal code of all the States, and en- 
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joys immunity from taxes throughout all of the States, as well as from income tax 
imposed by section 101 of the income-tax law of the United States. With this 
showing we feel amply justified in requesting your honorable committee to agree 
with our construction of section 2 as quoted above, or to specifically exempt the 
Junior American from any of the proposed increases in second-class-mail postage 
rates in H. R. 2982. j 

Mr. Witmeru. The reading of section 2 (a), dealing with second- 
class postage rates, is not clear, according to our way of thinking, 
because it seems to limit this increase to periodicals having sub- 
scribers, to actual subscribers. If that is true, we submit that our 
magazine would not come within the purview of this act. It has no 
subscription list. It is furnished by the national council to all mem- 
bers of the fraternity and it is paid for by the national council out of 
the tax assessed upon the members. 

The Cuarrman. The members of the individual lodges pay for this 
publication in the form of taxes paid to the national headquarters; is 
that not correct? 

Mr. Wiumeru. They pay a tax for the support of the national 
council, and out of that tax the magazine is furnished to them with- 
out subscription or without any further ado. 

The CuHarrMan. Your publication has the second-class mailing 
privileges now; does it not? 

Mr. Witmeru. Yes, sir. Well, it pays a cent and a half a pound. 
The national council is willing to pay that out of its revenue, but we 
are contending for an exemption from that cent and a half. 

The Junior Order of United American Mechanics is a secret, patri- 
otic, fraternal society. It is nearly a hundred years old. It has been 
paying benefits to its members all these years. It has established 
what was the largest fraternal orphanage in this country, at Tiffin, 
Ohio, where we trained and educated more than 6,000 children, indi- 
gent children, more or less, underprivileged children. They were the 
children of deceased members of the fraternity. We established an- 
other home at Lexington, N. C., and we are still in the business of 
training, educating orphan children. 

We are exempt from income tax under section 101 of the income- 
tax law, the national body. We comply strictly with the fraternal 
code of every State in the Union and we pay no tax to any State 
government. It is truly a secret, patriotic, fraternal society, non- 
profit. It has no stockholders, makes no dividends. It is run in the 
interest of its membership and is, as I stated, strictly fraternal, com- 
plying with the fraternal codes of all the States. 

We are willing to pay the cent and a half, but we submit that, in 
all fairness and in consideration of what the order has done in the way 
of welfare work, and is doing, it ought to be exempt; and we are mak- 
ing that plea. If, in your judgment, we are not exempt under this, 
as was stated by the chairman there in his explanation of that, then 
we would respectfully request that an exemption be placed in here for 
nonprofit, charitable publications, from any increase in the postal 
rates of second-class mail. 

The CuarrMan. Your publication is getting the benefit of this 
special rate provided for nonprofit religious and fraternal and patriotic 
and scientific and labor and agricultural publications, is it not? 

Mr. Witmeru. We all pay at the present time, I think, a cent and 
a half a pound; we do. 
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The CuarrMan. You come within this category of this special rate 
class of nonprofit fraternal and religious, and so forth, publications, 
do you not? 

Mr. Witmetu. Mr. Chairman, according to our reading, that is 
not specifically stated in the original draft of this bill, and we would 
like to have it stated. Yes, sir, we fall strictly within that category. 

The CuarrMan. You send the publication to every member of the 
Junior Order of Mechanics, do you? 

Mr. Witmern. Yes, sir. 

The CHarrMan. I presume you follow the same procedure as many 
other of these nonprofit religious, fraternal, and patriotic organizations, 
which collect a certain fee from the local members, to be sent to the 
national headquarters, and out of that the cost of sending the magazine 
to the members is deducted. Is not that the way you operate? 

Mr. Witmern. We receive from the membership a tax revenue for 
the national council. Out of that revenue we pay for the cost of 
issuing this magazine and also for the postage of having it transported 
through the mail. 

There are other fraternal publications which we submit should be 
included. 

Mr. Miuuier. Mr. Chairman. 

The CHarrmMan. Mr. Miller. 

Mr. Miter. I think what the chairman wants, Mr. Wilmeth, is 
this: Is any specific amount of the per capita tax set aside for the 
magazine? 

Mr. Witmetu. There is no specific allocation. We pay for what- 
ever the cost is. 

The CuarrMan. What tax does each member pay to the national 
headquarters? 

Mr. Witmetu. They pay $1.20 a year. 

The CuarrMan. Out of that, do you defray the cost of sending the 
magazine to each member? 

Mr. Witmetu. That is one of the costs, but by no means all of it. 
There is the administrative cost, the children’s upkeep, for instance. 

The Cuatrman. How much postage did your organization pay last 
year on your publication? 

Mr. Witmern. | have not the specific figures with me, but it is 
around $4,000. 

The CuarrMAn. How many copies do you send through the mails? 

Mr. Wuetnu. Slightly less than a hundred thousand. 

The CuarrMan. Is that weekly, biweekly, or is it a monthly pub- 
lication? 

Mr. Wiumetu. Monthly publication. 

The Cuarrman. And you are just asking that the special rate or 
consideration that is now given to nonprofit publications such as yours 
be continued, is that it? 

Mr. Witmetu. That there be no increase in the second-class postage 
rate. 

The CHAarrMAN. Do you have any questions, Mr. Miller? 

Mr. Miuier. No questions, 

The Cuarrman. Mr. Karsten. 

Mr. Karsten. No questions. 

The CHarrMan. Mr. Reams. 

Mr. Reams. No questions. 
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The CHarrman. Mr. Rees. 

Mr. Ress. No questions. 

Mr. Witmeru. If it is permissible, we would like to address a 
letter to your honorable committee stating specifically the exemption. 
We are not asking the exemption solely for ourselves but for others. 
Many of you Members of Congress belong to fraternal societies and 
you get their publications, the Moose and others. 

Could we send you a letter on that? 

The CuarrMan. Does not your statement cover that? A letter 
would not be necessary. 

Mr. Gross, did you have a question? 

Mr. Gross. No questions. 

The CuarrmMan. Mr. Williams. 

Mr. Wiiuiams. No questions, Mr. Chairman. 

The CuarrMan. Thank you for your statement, sir. 

Mr. Witmeru. I[ thank you for your courtesy, Mr. Chairman. 

The CuarrMan. The next witness is Mr. Wendell Berge, represent- 
ing the Associated Third-Class Mail Users. Mr. Berge is accompanied 
by Mr. A. Alvis Layne, Jr., of Washington, D. C., and Mr. Harold 
Cassino, of Boxford, Mass. 


STATEMENT OF WENDELL BERGE, ON BEHALF OF ASSOCIATED 
THIRD-CLASS MAIL USERS, INC. 


Mr. Berce. Mr. Chairman, as far as my own statement is con- 
cerned, it covers matters that we want in the record; but I do not 
believe that, in view of the time limitation, that I should read it, but 


: would appreciate it if it could be put in the record. It is four pages 
ong. 
The CuHarrMAN, Your statement will be included in the record in 
full at this point, and you may highlight the statement and make 
whatever pertinent observations you deem fit. 

Mr. Beras. Yes, sir. 

(The statement referred to is as follows:) 


STATEMENT OF WENDELL BERGE ON BEHALF OF AssocIATED Turrp-CLass MaIL 
Users, Inc. 


I appear on behalf of Associated Third-Class Mail Users, Inc., which is an 
association composed of 506 members. The membership includes such diversified 
interests as mail-order firms which advertise and sell their products by direct 
mail; envelope manufacturers and suppliers; letter shops which prepare and print 
direct mail solicitation material; farmers selling produce by mail; educational 
institutions whose materials are carried by mail; publishers of educational and 
business books, self-improvement books, and textbooks offered by mail; charitable 
and religious organizations which seek donations through third-class mail, ete. 
None of the members can be classified as a large business. 

This association opposes the 100 percent increase in postal rates for third-class 
material mailed in bulk, proposed in section 3 of H. R. 2982. The grounds of 
opposition to the increase are: 

1. It will not reduce the deficit said to be attributable to third-class mail but 
will, in fact, increase the costs of the Post Office Department by more than 
$50,000,000. 

2. It will aggravate existing shortages of space in postal facilities and force a 
tremendous increase in the time of postal employees consumed in handling third- 
class mail. 

3. It will drastically affect the ability of thousands of small-business men to 
continue their present level of production and employment. 

Third-class mail consists of letters, circulars, and advertisements, books, cata- 
logs, seeds, cuttings, roots, scions, and plants. Through this medium the busi- 
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nessman has formed a way to communicate with the buying public. Many public 
spirited groups have found third-class mail to be a practicable way to appeal for 
funds and public support. The businesses involved are primarily small businesses 
unable to afford costly advertising campaigns to reach their customers. Third- 
class mail has thus provided more than 50,000 users a main artery for carrying on 
activities of a commercial, educational, and philanthropic nature. From the 
standpoint of the recipient of third-class mail, it has given millions of people an 
pe me er to purchase products or services which they would not otherwise have 
obtained. This applies to the entire country and particularly to people living in 
rural sections where it is not possible or convenient to travel frequently to the 
centers of trade. And, third-class mail has made it possible for the people to con- 
tribute to charitable projects. It has been the means of enabling many of our 
youth to acquire additional education while still carrying on necessary work. 

In estimating the amount of increased revenue that these proposed rates would 
bring in, the Postmaster General applies the higher rates to the present volume of 
mail, entirely overlooking the fact that an inerease in rates is inevitably going to 
decrease the volume of mailings. This fact has, no doubt, been brought up by 
previous witnesses and will be developed further by my colleague, Mr. Layne, 
whose testimony will immediatelt follow mine. And this factor of the relation of 
the rates to the volume of mailings was frankly recognized by the principal witness 
for the Post Office Department itself back in 1947, when Mr. Wentzel testified 
to the effect that some years before the rate of private post cards was increased to 
2 cents, while the rate for Government printed postal cards remained at 1 cent. 

Mr. Wentzel said, in his testimony before the House Post Office and Civil 
Service Committee, that ‘‘Consequently there was a drop in the use of private 
mailing cards and an increase in the use of postal eards. Therefore, we had less 
revenue.”’ Mr. Wentzel went on to say that because of the loss in revenue the 
two rates were subsequently made uniform again. 

Since this happened in the case of post cards it simply focuses the fact that 
increasing rates does affect the volume of mailings, and this would be particularly 
so in regard to third-class rates, because the mail-order houses do a substantial 
volume of mailing and their postal costs constitute a very important item. 

We have made a detailed study of the cost-ascertainment report, which will be 
presented by Mr. Layne. Mr. Layne will show that the Postmaster General has 
not correctly analyzed the facts concerning third-class mail and that actually the 
costs of handling this class of mail will be greatly increased under the proposal 
made by the Post Office Department and embodied in the pending bill which, in 
effect, abolishes bulk mailing. Hence, the proposal will not reduce the deficit 
to the extent claimed by the Postmaster General if, indeed, it will reduce the 
deficit at all. 

I shall close simply by saying that I do not believe that it is possible for this 
committee to determine what are reasonable rates for the various services on the 
basis of the present cost-ascertainment method of allocating costs to the various 
services. And it also seems to me that there must be formulated a definite policy 
as to what extent the various services should pay for themselves and to what 
extent they should be charged to the general taxpayers. Certainly you cannot 
ignore the fact that 94 percent of the post offices in the country are not and 
cannot be self-supporting because of the small volume of mailings at such post 
offices. And yet the residents of the areas where these small post offices are 
located must be served, which fact suggests that we cannot get away from facing 
the truth that the Post Office is to some degree, at least, a service institution and 
not a business institution. Indeed, this again was recognized by Mr. Wentzel, 
when in 1947 he testified: 

‘“* * * With all due respect to the differences of opinion about what the 
Post Office Department should do, we cannot get away from it—it is a service 
institution. It is not a business institution. We do not have control over our 
rates or our expenditures. We have a lot of free services and services at special 
rates. So it is impossible to conduct it as a business institution. But we are 
serving every individual in the country from one end of the country to the other, 
from the White House to the farthest point in the country. I do not believe 
that there is any money spent by the Government that does as much good as 
this deficit that is now arousing so much controversy.” 

I think that all of the questions facing this committee could better be determined 
if there were a thorough inquiry into the operations of the Post Office Department, 
such as was proposed in the Senate during the EKighty-first Congress by Senator 
Leahy of Rhode Island (S. J. Res. 197). This resolution called for a joint com- 
mittee of both Houses of Congress to conduct a thorough investigation into the 
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Post Office Department’s operations. I think it would be most salutary if a 
similar resolution were proposed again and given serious consideration by this 
committee. If the Leahy resolution has not previously been made a part of the 
record of these hearings I would like to ask that it be inserted into the record. 

I shall now ask that Mr. Layne be heard on behalf of the Associated Third- 
Class Mail Users, Inc. 

Mr. Berae. There is one principal thing only that I shall say, 
because the rest of it, | think, is more or less a preview of the more 
detailed testimony that Mr. Layne is going to offer. 

I will simply say that our association represents 506 members; that 
the membership includes such diversified interests as mail-order firms 
which advertise and sell their products by direct mail, envelope manu- 
facturers and suppliers, letter shops, which prepare and print direct 
mail, solicitation mail; farmers sdiine produce by mail, educational 
institutions whose materials are carried by mail, publishers of educa- 
tional and business books, textbooks, and so forth; charitable and 
religious organizations, which seek donations through third-class mail, 
and so forth. 

The CuarrMan. How old is your organization, Mr. Berge? 

Mr. Berar. I would say 3 or 4 years. I have been counsel to it 
for a little better than 3 vears. 

The CHarrMan. For what purpose was it formed? 

Mr. Berae. It was formed to promote generally the interests of 
third-class mail users and to make studies and present materials to the 
committees of Congress with reference to rates and other matters of 
interest to third-class-mail users. We have appeared here before at 
previous sessions of the committee. 

The Cuarrman. Is it not correct that your organization was formed 
primarily for the purpose of preventing and fighting any increase in 
rates involved for the users of third-class mail? 

Mr. Berar. One of the purposes and one of the principal purposes is 
to protect the members in matters of rates against what they sincerely 
believe to be increases that would be not only burdensome but, in 
many cases, would cause liquidation of the businesses. 

The Cuarrman. Who are the officers of the organization? 

Mr. Berce. Mr. Robert Stone, of Chicago, is president; Mr. 
Arthur Martin Carl is executive vice president, and I am counsel. 
Mr. Harry McGinnis is executive manager here in Washington. 

What I would like to do, Mr. Chairman, in view of the limitation on 
the time and the fact that one of our witnesses is from out of town, is to 
eall Mr. Harold Cassino first, because he came down last night and 
wishes to return. He is from Massachusetts. 

The Cuarrman. If you desire, you can complete your statement 
after Mr. Cassino finishes, since he is out of town. 

Mr. Berce. Following Mr. Cassino, I would like to present Mr. 
Layne, because he is going to present the burden of our argument. 

The CuHarrMan. Very well, sir. 

Mr. Berce. Mr. Harold Cassino, of Boxford, Mass. 


STATEMENT OF HAROLD CASSINO, BOXFORD, MASS. 


Mr. Cassrno. My name is Harold Cassino. I have a small business 
which I started in the little town of Boxford, Mass. I went up there 
in the country to kind of semiretire and to conduct a little mail-order 
business. I started by selling collection stickers, those little friendly 
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messages that are pasted on bills that are overdue. We tried to make 
them a little different by putting a little humorous touch to them 
because they take the curse off them. We call them smiling collectors 
because they put the debtor in a pleasant frame of mind so he will 
pay his debt a little quicker. 

e cannot sell these stickers any way except by mail, because we 
cannot sell them through the store. 

The CuHarrMaANn. Do you have any samples with you? 

Mr. Cassino. I can leave some with the committee. 

Mr. Rees. We might be able to use some of them on the floor of 
the House. 

Mr. Casstno. I assure you they are very effective. 

As I say, my purpose was to start a little business. The first thing 
I found out was that I had to have help. I reached out in the neigh- 
borhood and found that there were many people, married folks, who 
had spare time, who needed more income under the present-day 
situation. I am sure we can all use more income. I found that 
pretty soon I was buying shoes for the children, or at least providing 
money to buy the shoes for the children, and paying dentist bills 
and even putting one girl through college. I have another girl who 
is a cripple in a wheel chair. The ay thing she can do is type. 
She gets a great kick out of typing envelopes for me, addressing 
envelopes. That is the only thing in the world that child can do, 
and to take the work away from her is going to be a hardship. 

be CuHArRMAN. What is the volume of your business through the 
mails? 

Mr. Cassino. We mail between 10,000 and 20,000 pieces a week. 
It has increased the status of the small post office there. Whereas 
when I went up there it was a fourth-class office, it is now a second- 
class office and is able to have extra help. We get better service in 
and out of the town. We are absolutely isolated because we do not 
have busses or anything else. You would not think there would be 
a community like that in Massachusetts, but if you do not have a car 
you just do not get in and out of town. 

The CHarrman. How much third-class postage did you pay last 

ear? 

Mr. Cassino. I do not have the figures, but it would average at 
least 10,000 pieces. That would be $100 a week. Anyway, it would 
be between five and seven thousand dollars. 

If this bill goes through, it will wipe out the business. I am just 

etting a comfortable living out of it. It would wipe out my business 
aeacm A I could not stand that increase. I am not making enough 
to pay the difference myself. I am making a comfortable living in 
the country. 

The CuatrmMan. How old is your business? 

Mr. Cassino. Three years. 

The CuatrMaAN. Have you increased your charges to your cus- 
tomers in the course of your business? 

Mr. Cassino. We have to some extent. 

The CuatrMan. What sort of increase has there been? 

Mr. Cassino. We have put up the price of these things. Whereas 
we started with a price of $4.85 a thousand, we have put them up to 
$5.35. 
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The response is not as good as we would hope. It is more or less 
a standardized price item. I am not the only fellow in the business. 
I have to be guided by what other people are doing. It is not a thing 
where you can just pass it on to the ublic. It is more or less in a 
certain category of price range, and I have to stay there or else quit. 
So, I am just going along doing the best I can and giving these people 
the extra help, extra work. lieve me, if you could hear some of 
them talk, you would know they appreciate it. It would just wipe 
me out and wipe out any help that I am giving them. 

The Cuatrman. Do you use postal cards in your business? 

Mr. Casstno. I have tried them, but it is not successful. You 
have to show samples. Samples tell the story very much better than 
anything else. 

The CuatrMaNn. Can you describe some of your samples? 

Mr. Cassino. I have shown pictures of them, and it does not work. 

The CuarrMan. Can you describe to the committee some of your 
samples? 

r. Cassino. It is just a little sticker. You have seen them, 
They have been using them for years. The only difference is that we 
put on a little caricature in the corner to take the curse off them. It 
makes the fellow feel that ‘This guy is a good guy; he is asking for 
money he is entitled to and is not using strong-arm methods.’ The 
thing is pleasant and gets the money. 

rs. St. GEORGE. Mr. Chairman, I think perhaps this gentleman 
has solved our problem. We might be able to pass out these stickers 
to the public in the pleasant way he pictures. 

The CuarrMan. Any questions, Mr. Karsten? 

Mr. Karsten. I was just going to remark that we might get some 
of the samples ourselves. It might help. 

The CuarrMaAn. Any questions, Mr. Miller? 

Mr. Miuuer. No questions. 

The CuarrmMan. Mr. Rees. 

Mr. Ress. No questions. 

The Caarrman. Mrs. St. George? 

Mrs. Sr. Grorce. No questions. 

The CuarrMan. Mr. Gross. 

Mr. Gross. No questions. 

The Cuarrman. Mr. Williams. 

Mr. Wixu1aMs. Nothing, Mr. Chairman. 

The CuatrMan. Do you have anything further, Mr. Cassino? 

Mr. Cassino. No. I think I have covered it. 

The Cuarrman. All right. We will now hear you, Mr. Layne. 


STATEMENT OF A. ALVIS LAYNE, JR., ON BEHALF OF ASSOCIATED 
THIRD-CLASS-MAIL USERS, INC. 


Mr. Layne. Mr. Chairman, I would like to present to the com- 
mittee, if I may, some of the results of some of the research into the 
cost ascertainment of the Post Office Department with respect to 
the third-class mail. 

I would like to point out first to the committee that section 3 of 
H. R. 2982 proposes to increase the rate for bulk third-class mail 
from a minimum of 1 cent per piece, 14 cents per pound, to a minimum 
of 2 cents per piece, 14 cents per pound. I would like the committee 
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to keep in mind that the average weight, according to the Post Office 
Department, of third-class matter mailed per piece or per pound is 
1.05 ounces, slightly more than 1 ounce, not very much more. That 
is the average weight. 

I suggest to the committee that this proposal contained in section 3 
of H. R. 2982 will effectively eliminate bulk third-class mail. This is 
so because the rate for regular third-class mail—that is, mail mailed 
without bulk and without permit—is 2 cents for the first 2 ounces, 1 
cent for each additional ounce. Under the ounce limitations, average 
weight, the vast majority of third-class mail, if not all of it, can be 
mailed for the first 2 ounces without bulk, at the regular rate of 2 
rg the same rate which is proposed in this bill for bulk third-class 
mail. 

Now, let us consider in connection with that just exactly what is 
bulk third-class mail and exactly how it is presently handled. Bulk 
third-class mail is that mail mailed under permit, which is delivered to 
the Post Office Department and which the mailer has already canceled 
or has used on it the printed indicia, which requires no cancellation. 
He has sorted it by city and State; he has tied it into bundles, and he 
has put it into pouches, and he delivers it to the Post Office Depart- 
ment. The only operation required is where there are insufficient 
bundles to make up one bag for a direct delivery. That would be to 
throw the bundle into another bag at the originating office and trans- 
port it thence to the rail terminal. 

The Post Office Department presently, on regular third-class mail, 
does all of these operations. It is required to do all of these opera- 
tions. Nonbulk third-class mail, third-class mail mailed at the regular 
rate, is dumped into the local boxes or substations, just like first-class 
mail. It is transported from there to the originating office. It is 
picked out of the mass of mail, first-class and third-class, post cards, 
and so on. It is picked out, laid aside, canceled specially, without 
date, taken to a primary case, then sorted, perhaps twice, perhaps 
even three times; taken over, tied by the postal employees, and then 
put into the pouch and then taken to the rail terminal. That is the 
operation in the originating office for first-class and nonbulk third-class 
mail. 

It is said that an increase in the rate for bulk third-class mail to 
2-cents minimum per piece will raise an additional revenue of 
$65,000,000. This, it is also said before this committee, will cut in 
half the deficit presently placed on third-class or presently allocated 
to third-class of $125,000,000. The way in which that figure is reached 
is merely doubling the present revenue of bulk third-class mail; that 
is, multiplying it by 2 cents rather than 1 cent and deducting that 
from the total deficit. 

It is also to be remembered by the committee that there are 10- 
billion pieces of third-class mail, according to the cost-ascertainment 
report. Of this 10 billion, approximately 70 percent, or 7 billion, are 
presently mailed in the bulk fashion which I have described. 

Now, this statement that the Post Office Department deficit would 
be halved leaves out, indeed, a number of factors, but especially one 
very important factor in any rate proceeding. That is to say, if the 
Post Office Department will be required, as it inevitably will, to handle 
a great majority of this mail, if not all of it, at its present operation 
of regular third-class mail, what will be the additional cost to the 
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Post Office Department of performing the services which the mailer 
now performs on these 7 billion pieces of mail? 

The cost-ascertainment report of 1950, of the 20 largest post offices 
in the United States, gives us an indication, indeed, in answer to that 
particular question. That cost-ascertainment report of the opera- 
tions in the 20 largest post offices in the United States show that the 
average originating cost, the cost from the time the mail is brought 
and dumped on the table until the time it is pouched and ready for 
transportation at the originating office, is almost precisely three- 

uarters of a cent. That is, it costs the Post Office Department 
three-quarters of a cent to process through the canceling, sorting, 
tying, pouching out of first-class mail. It costs them three-quarters 
of acent. Now, that same report shows that it costs the Post Office 
Department in those operations an average of slightly less than 
one-quarter of a cent for third-class mail. 

I call the committee’s attention to the fact that that is an average 
figure. It includes both the nonbulk or regular third-class mail, 
which has gone through the same procedure as the first, and it includes 
the cost for the bulk third-class mail. It must be at once obvious that 
the difference in the three-quarters and one-quarter of a cent arises 
from the fact that they do not perform for 70 percent of the mail the 
handling operations that they perform for first-class mail or for regular 
third-class mail. The average difference in handling costs, therefore, 
at the originating office will be a half-cent, and is a half-cent, to process 
through that procedure. That is one-half cent on each piece. 

The CuarrMan. Before you proceed further, Mr. Layne, I think 
the record should show exactly who you are. I thought all the time 
that you were someone engaged in the advertising business, sending 
out of mail matter. 

Mr. Layne. I am sorry; no. 

The CuarrMan. What is your occupation? 

Mr. Layne. I am a lawyer and I have been an economist, sir. I 
have been an economist for the United States, in the State Depart- 
ment and the Department of Justice. I have been retained by the 
Associated Third-Class Mail Users to make the studies and to present 
the facts which I am trying to present today to the committee. 

The CHarrMAN. Are you associated with Mr. Berge’s firm? 

Mr. Layne. Yes, I am. 

The CHarrMan. Are you an active participant in the firm? 

Mr. Layne. I am an active participant in the firm. 

The CuatrrMan. You are with the firm, are you? 

Mr. Layne. Yes. 

The Cuarrman. All right. Proceed. 

Mr. Layne. I would like to say if that half-cent average applied to 
the 10 billion pieces, assuming that projection of the Post Office 
Department which it made here, that an increase in the rates of 
100 percent—and it substantially is an increase of 100 percent in 
third-class mail—will not reduce the volume. Let us assume for the 
moment that it will not—which is the assumption the Post Office 
Department makes in projecting its figures—then that means a half 
cent more handling, if you divert that from bulk third-class mail to 
nonbulk third-class mail. That means that there would be an addi- 
tional $50,000,000 expense required to the Post Office Department 
under its present statistics. 
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The Cuarrman. Do you get those figures from the Post Office 
Department? 

Mr. Layne. Yes, sir. That is $50,000,000 required to handle this 
bulk third-class mail. 

Mr. HaGen. If it is the same volume. 

Mr. Layne. If it is the same volume; that is right, Mr. Hagen. 

Mr. Hacen. How much additional revenue would they get? 

Mr. Layne. They would get $65,000,000. 

Mr. Hacen. I do not quite understand that. You say they would 
get. $65,000,000 more revenue and the raise is from 1 cent to 2 
cents in this proposed bill. Yet the cost of handling it in a different 
Ne would be only $50,000,999. I do not quite understand it. 

(Ir. Layne. What I was trying to point out is that even on that 
basis, taking that figure into consideration alone, just the operations 
now performed on third-class mail by the bulk mailers, even if the 
Department only considers that figure as an expense, an extra ex- 
pense item, the effect of the rate increase from the standpoint of any 
reduction in deficit could only be $15,000,000. 

The CuHarrMan. Mr. Miller. 

Mr. MiLuer. Just a moment. On the assumption that all of the 
bulk third-class mail is going to become special drop third-class mail, 
coming into the other category? 

Mr. Layne. Yes, sir. 

Mr. Mutter. In other words, you charge the Post Office with mak- 
ing assumptions; but you come in then and tell us that all of these 
7 billion pieces are going to be transferred over into this other category 
in order to support your figure. 

Let me ask this now: When your clients tie this bulk third-class mail 

and segregate it by cities, they get a little better handling on it than 
the mail that is thrown in loose, do they not? Where delivery then is 
the factor, would not many of these 7 billion pieces still continue to be 
yt and delivered to the post office in order to get the more 
expeditious handling? 
Mr. Layne. Mr. Miller, the difference between the charge on them, 
of 2 cents, and the additional charge of bulking in order to get the 
additional service, I doubt that that would be an economic factor in 
that, the additional service. Moreover, sir, I believe you will find 
that the vast majority of the 7 billion pieces of mail are primarily by 
small mailers. 

Mr. Mituer. This is just another assumption. You have nothing 
on which to base it, other than your assumption. 

Mr. Layne. No, sir. It is the best that I have been able to do. 

Mr. Miuuier. Have you ever, for instance, in sending, perhaps, 
a personal letter which you have written tonight and are anxious to 
get in the mail, maybe driven as much as a mile or 2 miles to a post 
office, used up your gasoline and your time, just to toss the letter into 
the mail box because you are anxious to get it on its way? 

Mr. Layne. Have te done that? 

Mr. Mier. Yes. 

Mr. Layne. Well, sir, when I lived in Tennessee I drove all the 
time to get my mail. 

Mr. Miter. I am not talking about where you have to drive that 
far regularly. You are living in Washington now. Have you ever 
wanted to send a letter in a hurry to your folks or somebody, because 
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it might be a personal matter and you are anxious to get it off, and 
instead of dropping the letter into a mail box that would be at the 
most two or three blocks away, and you said, ‘Well, it is a nice night 
and so I will run down to the post office and throw this thing in’’? 

Mr. Layne. Yes, sir; I have, on occasions. 

Mr. Miuuer. So have I. I have walked in the rain to do it. Yet 
the letter could have been deposited in the corner box. But we are 
anxious to get the extra service. 

Now, do you not think that is going to hold forth in this case? 

Mr, Layne. I do not think the cost of maintaining of the tying 
machines by the mailers, the cost of rental space, and the cost of the 
employees, the cost to get it out, all of that is negligible. 

Mr. Miuuer. As far as I know, most politicians who use this type 
of mail around New York sometimes work nights and stay up and go 
to added expense to get the mail there rather than drop it in where 
there might be some question as to when it is going to be mailed. 
They take it down to the post office and try to find some friendly 
fellow at the post office with whom to leave it to take care of it, to 
make sure it is out on the next mail. 

Mr. Layne. If that is so, | assume the people you refer to, sir, are 
using first-class mail. 

Mr. Mixuer. No. At least, I do not know. I am not going to 
speak for the other gentlemen here or the other politicians in the 
country. I know that I, for one, do not use all first-class mail. 

The Cuarrman. Mr. Karsten. 

Mr. Karsten. I was trying to arrive at how you got that $15,- 
000,000. 

Mr. Layne. I deducted $50,000,000 from $65,000,000. 

Mr. Mitier. On two assumptions. 

Mr. Karsten. I see. Mr. Miller brought out the assumptions on 
which that was based. 

Mr. Layne. That is right. 

The CuarrMan. Mr. Gross. 

Mr. Gross. Of course, I might say to the member from California 
‘that no member of the Post Office and Civil Service Committee, if he 
were engaged in a political campaign, would go down and mail any 
campaign material at a box in the evening and expect it to go out 
within 24 hours. 

Mr. Mituer. Of course. I know that. 

Mr. Gross. Since I have the floor, | might ask the man at this 
point: What has been your experience, the experience of your associa- 
tion, in the delivery of mail since the curtailment order of third-class 
mail? 

Mr. Layne. It has, we believe, slowed down the delivery of mail 
by about 2 to 3 days, third-class mail. I think that has been the 
experience. 

Mr. Rees. Whose mail? 

Mr. Layne. The third-class mailers. 

The Cuarrman. You do not use the third-class mail yourself, 
do you? 

Mr. Layne. No, sir. I am trying to present to the committee 
figures and studies which I have in all earnestness tried to make, for 
whatever value that may be to you. 


82021—51——-45 
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Mr. Miuuer. Mr. Layne, I would like to say this to you: You have 
done a good job and I think you are very competent, but when you 
come in here with these two great assumptions, this item of 7 billion 
pieces of mail that are going to be taken over and thrown into this 
class and you try to sell us that thing, frankly, as far as I am concerned, 
you do not get very far. I am an engineer and I would like to have 
facts and not assumptions to go on. 

The CuarrmMan. Mr. Layne, do you have a copy of the bill before 
you? 

Mr. Layne. Yes, Mr. Chairman. 

The Cuarrman. I wish you would turn to page 4 of the bill, section 
3, on third-class mail, and read that proviso. I will ask you if, under 
that proviso, you think the Postmaster General can issue a regulation 
providing that all this mail sent out in thousands of pieces must be 
sent in bulk, handled separately. Will you read that proviso? 

Mr. Layne. No, sir, Mr. Chairman, I did not understand it that 
way. I understood that it was a permissive regulation, that it was not 
mandatory under this bill, and I had not understood that construction 
of the bill, that regardless of cost upon anyone using the mails the 
Postmaster General could require that they mail it and perform all 
these services and not put it under regular third-class mail. 

The CHarrMaNn. I do not agree with you at all. I think you place 
the wrong interpretation on this bill. 

Mrs. St. Georce. Mr. Chairman. 

The CHarrMan. Mrs. St. George. 

Mrs. St. GeorGe. There is one question I would like to ask the 
witness. 

Do you not think that if you stopped sending all this mail in bulk 
you would probably find that you would lose a great deal of time? I 
cannot believe that all these 7 billion pieces would go through the mail 
as expeditiously if they were not put up in bulk. Therefore I think 
you might defeat your own object. 

Another thing I would like to ask you, as long as we are assuming 
these things, is this: Do you not think it very likely that many 
people would turn to first-class mail; which would not be to the dis- 
advantage of the Post Office, by any means? 

Mr. Layne. In answering your first point, Mrs. St. George, I will 
say that a substantial portion, in my opinion, of the bulk third-class 
mail, if it were diverted to regular third-class mail, no mail would be 
handled expeditiously, because the Post Office Department would be 
required to pull all of that out. It would be required to use its facili- 
ties there which, I understand from testimony of the Postmaster 
General before the Appropriations Committee, are already extremely, 
acutely jammed. Ido not think that any of the mail would be handled 
as expeditiously. 

And from the standpoint of the mailer, you are saying in effect that 
he should assume to pay two and a half to three to four dollars more 
to get a more expeditious service; which may not be more expeditious 
at all, in the first place, and, secondly, that he can wait. It is not a 
question of my mailing a special letter to my family to tell them that 
something happened to me about which I want them to know; it is 
a question of trying to put the mail in and get a result within a certain 
period of time, whatever the period of time may be. The expedition 
of the mail in many of these cases would not make that much dif- 
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ference to the mailer because you run his cost up so high that he would 
just as soon wait. 

Mrs. St. GeorGe. That is assuming that he would wait. I was 
just taking the attitude that expeditiousness was of some importance. 
And in view of the curtailment in the service, which you yourself have 
pointed out, which is a matter of 3 days already, it seems to me that 
if you started just sending this mail through without packaging it or 
without sending it in bulk, you would probably get another delay. 
I am very sure you would not want that and that you would take some 
means of getting around it. That is my point. 

Mr. Layne. Mrs. St. George, all I can say to that is that, as far 
as I have been able to check it, the possible delay in the service of the 
mail that would be occasioned by this would not be sufficient to 
offset the very substantial additional charge beyond the 2-cent mini- 
mum which the mailer would be required to put on that mail. He 
could substantially cut his overhead, he could substantially cut down 
the time that he himself puts in on the mail. All of that, insofar as 
I have been able to check it—and we know not, of course, just pre- 
cisely how much there will be of delay until this thing happens—but 
so far as I have been able to check it—and I have tried to check 
that—I do not think the mailers would be concerned about the delay 
as much as they are about the additional charge. 

The CuHarrmMan. Mr. Layne, since these hearings started, I, as 
chairman of this committee, have received many, many letters from 
people throughout the United States complaining about the letter 
boxes and receptacles being cluttered with this unsolicited third-class 
advertising matter. They are asking for relief. They say they do 
not want the mail, they did not ask for it in the first place, and that 
they are tired of the mail boxes being stuffed and cluttered up with 
this unsolicited third-class advertising matter. 

Mr. Hagen. Mr. Chairman. 

The CuatrmMan. Mr. Hagen. 

Mr. Haagen. I now refer to page 4 of this bill, about the regulation 
of the Postmaster General. It would be quite discriminatory and 
unfair, I believe, if he would set up any caaitialtiies which would give 
the same service to bulk mailers as to individual piece mailers in third 
class. It would not be good business, in the first place. 

Talking about assumptions, | do not agree with you when you 
claim—perhaps you do not claim it, but it has been said to be an 
assumption—that if the rates are increased in the third-class bulk, the 
mailers would not have to wrap up the mail and sort it and do all these 
other things for the Post Office Department. It appears to me that 
they definitely will not do those things. It is just sound, good business 
sense that, if you have the same identical rate for doing certain things 
and for doing more things, you are going to do less things for the same 
rate. That is just good, sound sense. I cannot agree with you that 
it is any assumption. It is a basic fact. It is just common sense to 
do that. How can you say or agree that it is just an assumption? 

Mr. Layne. I agree it is an assumption only in this event. I 
believe that it would happen, that the logic of the situation would 
require that it would happen. It is an assumption in the sense that 
it has not yet happened, as far as I am concerned, because the bill 
has not yet been passed. 
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Mr. Hagen. Of course, if I am buying a service or material or 
anything else, if I were a businessman I would certainly do the least 
possible things that I would have to. 

Now, in the case of the time element, unless the mail service further 
deteriorates—and this delivery factor on third-class mail and the 
time element is a factor to many of the mailers—presuming now that 
they go into the post office with third-class bulk mail a week ahead of 
time and that, through experience they have had in their local post 
office, they know about when that mail is delivered, they will know 
that it will be a week later or 10 days later, whatever the time is. 
Presuming that under the new postal bill the mail, because of regula- 
tion or otherwise, is handled less expeditiously: say it takes 10 days 
longer or a week longer, or 5 days longer—and that is just good sense, 
there is no assumption there—then the mailer will again handle his 
time factor so that he will put it into the post office a week ahead of 
time or 4 days ahead of time so that again it will be delivered about 
the same time as it is at the present. In other words, as far as his 
time is concerned, he will take that into consideration in advance. 
So there could not be any assumption on that, of course, unless the 
mail delivery service further deteriorates. 

Now let me ask you this: If the rates on third-class mail were in- 
creased a hundred percent, that would mean the elimination of quite 
a number of third-class mailers, would it not? Is not that a fact? 

Mr. Layne. I believe that is correct. Mr. Cassino, for example, 
will definitely be eliminated, and there are many, many people in 
Mr. Cassino’s exact position. 

Mr. Hacen. Say that there is an increase now of 50 percent; you 
will therefore throw out of business a lesser number of people; is that 
not right? 

Mr. Layne. Yes. But it will still be a substantial factor. 

Mr. Hagen. Or if you increase it 25 percent, there will be a margin 
there where some people will have to go out of business because it 
would not pay for them to use the third-class mail; is that not correct? 

Mr. Layne. Exactly. 

Mr. Hacen. Of course, I am for some little raise myself, but the 
greater the raise the more people you will throw out of work, more 
printers will be thrown out of work, more office people you are going 
to throw out of work, and the more businesses you will eliminate; 
there will be less business volume and less production, and you will 
eventually have less income taxes paid to Uncle Sam. In other words, 
many people and businesses will be thrown out. Is that a fair 
statement to make? 

Mr. Layne. I think that is correct. 

Mr. Hagen. Thank you. 

Mr. Layne. I would like to point out to the committee in present- 
ing this material, which is obtained from the cost-ascertainment 
report, that the bill, as it presently stands, of course, will also elimi- 
nate $1,127,000 of revenue, which is presently obtained from the 
bulk third-class mail because of the present permit fees. 

The CuHarrMan. You are not opposing that provision, are you? 

Mr. Layne. No. But I am trying to lead up to, Mr. Chairman, 
what I believe is the effect of the rate increase from the standpoint of 
the reduction in total expenditures over revenues of the Department. 

The Cuarrman. Of course, you are not here contending that third- 
class mail is paying its way, are you? The Postmaster General says 
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there is a loss of $125,000,000 in third-class mail, and he has been with 
the postal service for many years. He has made a very exhaustive 
study of this question. Are you putting up your judgment against 
his as to the cost of handling third-class mail? 

Mr. Layne. Thus far, Mr. Chairman, I have taken all of my mate- 
rial from the cost-ascertainment reports of the Post Office Department. 

The CHarrmMan. You have not answered my question as to whether 
or not you are contending that third-class mail is self-sustaining and 
is paying its own way through the mail, or whether you agree with 
the Postmaster General when he says that there is a loss of $125,000,000 
in handling third-class mail. 

Mr. Layne. Mr. Chairman, I believe that the cost-ascertainment 
report, in the allocation of $125,000,000, is in many respects perhaps 
allocating arbitrarily sums of money. I do not think that there is 
over all in the post office a loss of $125,000,000. 

I would like to point out to the chairman that the cost-ascertain- 
ment reports show that over a period of 20 years, from 1929 to 1949, 
the increased cost of handling third-class mail, per piece, has 
been 50 percent, just slightly above 50 percent, on the cost-ascertain- 
ment reports own basis. I would also like to point out to this com- 
mittee that third-class mail, beginning January 1, 1949, is paying an 
approximate rate increase of 20 percent over the rate in 1929. 

I would like to say to Mr. Hagen—and I would like to read this— 
that by the Post Office Department’s own cost-ascertainment figures, 
if the cost per piece for handling third-class mail has increased about 
50 percent over the past 20 years, during the same period the third- 
class postal rates have been increased about 20 percent, January 1, 
1949. Thus, by the Post Office Department’s own figures, the maxi- 
mum justifiable increase at the present time would be about 30 per- 
cent, or about one-quarter of a cent in the minimum rate per piece. 

The 1\%-cent minimum piece rate for third-class mail was first pro- 
posed by the Post Office Department itself during the Eightieth Con- 
gress. Despite this, since that time the Department has claimed that 
such a rate would be impracticable to administer because the Whitney- 
Bowes postage meter cannot be readily changed over to register 1%- 
cent denomination. At the present time, the great majority of third- 
class mail, from 65 to 75 percent, is mailed under permit indicia. 
These indicia do not show any postage denomination. 

Speaking for third-class mail users—and I have attempted to 
check this most carefully—to 99 percent of them it would make no 
difference at all if we had to forego the use of the Whitney-Bowes post- 
age meters. Asa matter of fact, it is perfectly practicable for the Post 
Office Department to charge minimum rates per piece for bulk third- 
class mail at any fraction or percent of a fraction, or any fraction of a 
penny. It is the firm conviction of our group that the postal deficit 
will not be solved by such an increase as proposed in this bill. The 
rates will serve only to drive into bankruptcy some small-business 
men who presently use the mail to sell their product. 

The Cuarrman. Of course, your organization, in saying that, has 
been singing the same old song and telling the same old story ever 
since it was organized to fight any increase in third-class rates. 

Mr. Layne. It has, Mr. Chairman; but it believes in it. 

I would like also to point out to the committee that this is a most 
important rate proceeding. You could not find in the Interstate 
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Commerce Commission itself, or before any other body, as important 
a rate proceeding in the United States as is this one here before this 
committee. 

The rates proposed in this bill and the projected effect have not, 
we submit, taken into consideration additional costs in the handling, 
and in the figures that I have given you I have not yet mentioned— 
but it should be mentioned—that I have given you no indication of 
what the cost would be, because I cannot find in the cost ascertain- 
ment reports any breakdown. But there would be some additional 
cost to the Department, perhaps several millions, of picking the mail 
up from the boxes, or a local substation, and transporting it to the 
originating offices. I have not given you—and I have not tried to 
do so because the Post Office Department does not have any figures 
presently available—any indication of what it would mean by way 
of expense in expanded facilities. But I can say this: That, based on 
the same report of 1950, at the rate at which all mail is handled, the 
rated pieces of mail are handled in the originating offices being about 
236 per hour; if a substantial part or all of the bulk third-class mail 
was diverted so that it had to be handled as those pieces are presently 
being handled in the Post Office Department, first-class pieces, for 
example, today, it would mean an equivalent of more than 29,000,000 
man-hours to handle that mail through there. That would mean 
14,000 postal clerks working 8 hours a day, 6 days a week, in order 
to process that mail. That is projecting that figure into the amount 
of third-class bulk mail today, which is not handled that way. 

We submit that in this rate proceeding, that this committee should 
and that Congress should take into consideration the fact that the 
effect of rate increases of the Post Office Department in this bill will 
not only be to reduce to the Department any effect of reducing the 
deficit but it will also divert a number of businessmen. It will put 
them out of business to accept this additional charge upon charge. 

The CuarrMan. Mr. Layne, you represent principally concerns 
that use the third-class mail for business purposes and with the idea of 
making a profit as a result of the use of third-class mail, do you not? 

Mr. Layne. I think that is principally correct. 

The CuHarrMan. And certainly your clients, who are users of third- 
class mail for profit, do not want any subsidy from the Post Office 
Department. 

Mr. Layne. We are not trying to get a subsidy, sir. 

The CHarrMan. You are paying the same bulk rate today practically 
that you paid in 1945, are you not? 

Mr. Layne. There has been an increase. 

The CHarrmMan. There has been an increase of 12 cents a pound to 
14 cents, is that correct? 

Mr. Layne. Yes. It has been about equivalent to 20 percent in the 
third-class rates. 

The CuarrMAN. You are aware of the fact, are you not, that the 
operating expenses of the Post Office Department have increased over 
$1,000,000,000 since 1945? 

Mr. Layne. Yes, sir. 

The Cuarrman. And you will concede, will you not, that it is costing 
the Post Office Department much more to handle all classes of mail, 
including third-class mail, today than it did in 1945 because of the 
heavy increase in the expenses of the Department? 
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Mr. Layne. Yes, Mr. Chairman. 

I thought I had pointed out that the cost ascertainment report 
shows that over a period of 20 years the increase in cost per piece of 
handling third-class mail has been approximately 50 percent; just 
about 50 percent. 

If the chairman would like to have a reference to it, that is table 1 on 
one of the Post Office Department’s cost ascertainment reports for the 
years. 

Mr. Hagen, that does not show 1929. You will have to get the 
1929 table 101, as well as the 1949 table 101. But it would show an 
increase in cost of 50 percent of handling the pieces. 

I was trying to point out to the chairman that the third-class mail 
has already had, on January 1, 1949, a 20 percent increase. 

Mr. Chairman, you are bound to put some people out of business. 
You are going to have that effect, regardless of what you do, if you 
increase postal rates. 

The CHatrmMan. Would not increasing income taxes put these 
people out of business also? 

Mr. Layne. The income tax assumes basically you have income, 
and then it is graduated from the point that vou have any income. 
If you do not have any income you do not have to pay it, and then 
they do not take all of it away. 

The CHaArRMAN. An increase in postage is a deductible item as an 
expense in the operation of a business on income tax, is it not? 

Mr. Layne. That is true, Mr. Chairman; but like Mr. Cassino, 
they cannot increase their costs of the item that they are selling to 
the public and pay the increased rate which is proposed. 

Mr. Mitier. Mr. Chairman. 

The Cuarrman. Mr. Miller. 

Mr. Mituer. Mr. Layne, I am quite sympathetic with Mr. Cassino. 
I think he has done a wonderful thing, and no one would like to see 
it done away with. But, after all, his operation is sort of a marginal 
operation, on his own admission. It is something that was just 
started. There was no demand for it, but he created a demand for 
it, and that is good ingenuity. But some place there should be a 
line drawn as to whether or not the Government should subsidize 
these operations that are so marginal. Where are we going to quit 
subsidizing? 

You say the income tax is graduated. There are a lot businesses, 
I might say, where, if you could wipe out the income tax, people 
would jump into the businesses overnight because of the profits. 

Mr. Layne. Mr. Miller, what I was trying to point out is that, 
based on the figures of the cost-ascertainment report itself, assuming 
that you do want to put out of business these marginal operations—— 

Mr. Miuuer. We do not want to put them out of business. 

Mr. Layne. Assuming that any rate increase will do it, I should 
think that it would be the desire of the committee to do only that 
which it has to do. I am not suggesting to the committee, but I am 
saying that if you decide that you must have a rate increase, I am 
pointing out to you or attempting to point out that the maximum effect 
of the rate increase, if there is any logic at all in the operations, under 
the porposal, on the figures, will be in the neighborhood of $15,000,000. 

Mr. Mitier. Waita minute. That is only based on broad assump- 
tions on your part and you have no experience there. You have 
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ulled these out of the air. I do not know how much experience you 
ta had along that line and how often you have used the mail. If 
you were a man engaged in a business and came in here and told me 
that you had 5 or 10 years of experience in this sort of business and 
you knew all the techniques of the business, I would be inclined 
perhaps to accept your recommendations. But I am not going to 
just let you sit there and try to convince me with your bold assump- 
tions. 

Mr. Layne. If it comes to that, Mr. Miller, I think I should be 
very happy to present some people who, if you present them with this 
alternative, will tell you, as they told me, that that will be the result. 
You say it is an assumption of mine pulled out of the air. I have 
taken figures from the Post Office Department. I have attempted to 
get the very best of experience in order to find out what will happen. 

Mr. Mitier. But you come in and you assume that one entire 
certain class of mail is going to be transferred over into the other, 
to build up your case. I am always glad to listen to competent testi- 
mony, but when these assumptions are made I do not see what good 
they are. 

Mr. Layne. You do not think there is any logic in that? 

Mr. Miuver. I do not think it is logical to say, in order to support 
your position, that you are going to take all of these seven billion 
pieces that are now put into the mails as bulk third class and transfer 
them over to another section of this particular class, because there are 
certain things that people are doing in bulk third class, certain services 
they know they are going to get, and they are going to continue to 
use it even at that increased cost. After all, the thing that these 
people are interested in are the results they get from their clients. My 
knowledge of it is a rather limited one, but, as far as I know, from 
what I know, in dealing with direct mailers, they are always pretty 
much under pressure and they get a big job because some firm decides 
to put on a drive today for magazine subscriptions or to sell bulbs 
because the weather is good and has broken and they want to get 
their seeds out, and they are going to use this thing. As far as I know, 
most direct mail-order people work under great pressure. They do 
not get the business very far in advance and they have to get it out. 
It is their ability to get that business out that makes their clients 
come to them. Then the thing to do is to get it into the mail to hit 
certain dates. 

That is my own experience and I may be wrong. 

I will yield to Mr. Hagen. 

Mr. Hagen. Is the committee to understand that you have made 
the statement that if these rates are increased, that all third-class 
mail would go into first class or be eliminated entirely? 

Mr. Layne. No, I did not say that. 

Mr. Hagen. That is what I want to know. I did not think you 
would say that, but that seemed to be the impression. 

Mr. Layne. I said a substantial portion, if not all. 

Mr. Hagen. That is a different matter. 

Mr. Minter. But when you figured your $50,000,000 and then 
arrived at your $15,000,000, you assumed all that. Your own state- 
ments in the record will show that you assumed it. 

Mr. Hacen. May I finish on that point? 

The CuarrmMan. Yes, Mr. Hagen. 
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Mr. Hagen. I think you are logical, Mr. Layne, in your assump- 
tion about the loss. On page 3 of Mr. Berge’s statement—and we 
have in the record, too, Mr. Wentzel’s own statement—he tells us 
that when they raised the rate in 1947, or whenever the rate was 
raised, on post cards, the amount of mailings and the revenue greatly 
decreased, to the extent, in fact, that they immediately reinstated the 
low rate. 

Am I right in that, Mr. Wentzel? 

Mr. Wenrzev. The revenue from the postal cards decreased, but 
the over-all revenue increased tremendously. 

Mr. HaGen. But we are talking about third class in one instance and 
here we are talking about post cards; but the fact is that because of 
the increase in rates the revenue went down. So he has a basis on 
which to make these statements. 

I might also point out that it has been the experience of the Post 
Office Department, as well as the experience of anybody in business, 
that when you raise the rates on anything your volume goes down, 
because certain people cannot afford to pay the increase. I would say 
that is the basic statement to make. 

Mr. Gross. Will the gentleman yield? 

Mr. HaGen. Yes. 

Mr. Gross. What I would like to know is just how valid are these 
cost ascertainment figures? 

Mr. Hacen. Well, that is the point. 

Mr. Gross. Yes; I have information that the Des Moines Register 
not so long ago sent a substantial third-class mailing to Rock Island, 
Ill. This mailing did not stop at Rock Island, Ill., but was sent out 
to Chicago to further jam the terminal at Chicago. Then it was sent 
back to Rock Island, So there was more than double the transporta- 
tion cost, and certainly the handling costs were increased. 

Now, if that is multiplied over the United States, just how valid are 
the cost-ascertainment figures of the Post Office Department? 

Mr. Layne. Mr. Gross, we would suggest to this committee that in 
an important rate proceeding of this type, which may affect thousands 
of people, that there should be more complete study, from both the 
standpoint of the Post Office Department, and particularly from the 
standpoint of what will happen to the user if rates such as these are 
enacted by Congress. I think that it is fair to say that our assump- 
tion that a substantial portion, if not all of it, will go into regular third- 
class mail rather than nonbulk is certainly more logical than the as- 
sumption that it will not or that the present volume will be maintained. 

I am informed, Mr. Miller, that there is a man presently in the room 
who is an expert, and has been for many years, in third-class mail, 
who is now willing to testify on this point that any more expeditious 
delivery is not sufficient to offset the very substantial increases in 
costs which will be required. Would you like to have that man testify, 
Mr. Miller? 

Mr. Mitier. Well, if we had time I would be very happy to have 
him testify. I am not running the schedule of the committee. 

Mr. Layne. I am sorry. 

Mr. Haaen. I would like to hear the man, too, but I want to ask 
this question at this point: Mr. Layne did you say that the Post 
Office Department, by its own figures, has indicated that the cost of 
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handling bulk third-class mail has increased about 50 percent in the 
last 20 years? 

Mr. Layne. That is exactly right. 

Mr. Hagen. Yet they come in here now and want a hundred per- 
cent increase in the rates. 

Mr. Layne. That is exactly right. 

Mr. Hagen. And this Government of ours is supposed to hold down 
rates and inflation. 

The CHarrmMan. Mr. Layne, most of your clients send out their 
third-class mail in bulk at the minimum rate, | cent apiece; is that not 
correct? 

Mr. Layne. That is true. 

The CuarrMan. They do not use the pound rate, do they? 

Mr. Layne. Some of them do. 

The CHarrMan. Very few of them use the pound rate; they use the 
l-cent minimum. ‘The 1l-cent minimum rate has been in effect since 
1869, so there has been no increase in that rate since that time. 

Mr. Layne. Mr. Chairman, that is not true with respect to our 
organization. ‘There are a number of people who do not use that, 
the seed companies, catalog companies. 

The CHarrmMan. How long has the l-cent rate been in effect? 

Mr. Layne. The minimum rate of 1 cent, so far as I know, has not 
been changed. 

The CuarrMan. That is what I am talking about. 

Do you have clients who use the Canadian mails? 

Mr. Layne. I am not familiar with that, Mr. Chairman. 

The CHarrMan. Do you know the rate for third-class mail in 
Canada? 

Mr. Layne. I am not familiar with that, Mr. Chairman. 

The CuHarrman. Did you know that they had increased their 
minimum rate on third-class mail to 2 cents? 

Mr. Layne. I did not. I am not aware when they did it. I do not 
know what experience they have had with it. 

Mr. Mitier. What I would like to know, Mr. Chairman, is whether 
or not Mr. Layne knows that the Canadian postal system has always 
been held up as a model for the postal system because it is self- 
supporting. 

Mr. Layne. I did not know that. 

Mr. Mituer. There have been more people sitting at this table 
telling us to copy the Canadian system so that our system will also be 
self-supporting. 

Mr. Layne. I have been presenting this on my own and trying to 
make my own statement on precisely what I have. 

Mr. Miuuer. I am just bringing this out for your information. 

Mr. Layne. I assume, if you say so, there are people who said that. 

Mr. Miter. We can leave out the assumptions. 

The CuarrmMan. Mr. Corbett, do you have any questions? 

Mr. Corset. Mr. Chairman, I would just like to, at the conclusion 
of this testimony, insert a statement in the record. 

The CHarrMAN. Very well. 

(The statement referred to appears at the end of the testimony.) 

The CuarrmMan. Are there any other questions? 

Mr. Layne. Mr. Chairman, the man I mentioned before is here in 
the room, and he wants a word or two. 
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Mr. Miuter. I am sure Mr. Berge knows the meaning of those bells. 

The CuarrmMan. We have a quorum call. 

Who is the man? 

Mr. Layne. Mr. Gans. He is here in the room. 

The Cuatrman. Where does he live? 

Mr. Layne. He lives in Chicago, III. 

The Cuatrman. Can he be here next week? 

Mr. Leo Gans (president, Lemarge Co., Chicago, Ill.). I will not be 
here next week. 

The CuarrMan. We cannot hear you until next Tuesday. 

Mr. Gans. I just want to say a word about the sorting problem. 

The CuatrmMan. We cannot hear younow. We have a quorum call. 

Mr. Layne. The matter is an important one to the committee. 

The Cuarrman. He can come back next Tuesday. We will be 
meeting next Tuesday. 

Mr. Layne. May we inform the clerk, sir? 

The CuarrmMan. Yes. We will be glad to hear him next Tuesday. 

We regret we cannot hear you this morning. We just got a quorum 
call to go to the House. We have something on the floor. 

Mr. Gans. I just want to say a few things. 

The CuarrmMan. We do not have the time to hear you now. 

Mr. Mitier. Why cannot he make a statement and put it in the 
record? 

Mr. Gans. I would like to participate in the argument. 

The CHarrMANn. We will be glad to hear you next Tuesday. 

Mr. Pillen resides here in Washington. 

We will hear you next Tuesday, Mr. Pillen. 


The committee will adjourn until next Tuesday morning at 10 
0 clock. 

(Thereupon, at 11:15 a. m. Friday, April 13, 1951, a recess was 
taken, to reconvene at 10 a. m. Tuesday, April 17, 1951.), 
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TUESDAY, APRIL 17, 1951 


Hovuse or REPRESENTATIVES, 


ComMITTEE ON Post Orrice AND CrviIL SERVICE, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in room 2138, 
House Office Building, Hon. Tom Murrsy (chairman) presiding. 

The Cuatrman. The committee will be in order. 

We will resume hearings on H. R. 2982, the readjustment of the 
postal rate. We wish to place into the record at this point the state- 
ment or letter from our colleague, Hon. Sidney R. Yates, a Member 
of the House from the State of Illinois, enclosing a letter from Mr. 
KE. P. Sorenson, president of the Utilities Engineering Institute of 
Chicago, Ill. 

(The letter referred to is as follows:) 

CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., April 12, 1951. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
Washington, D. C. 

Dear Mr. CHAtRMAN: At the request of Mr. E. P. Sorensen, president of the 
Utilities Engineering Institute, 2525 North Sheffield Avenue, Chicago, IIll., I am 
enclosing his letter of April 10, which he wishes to have entered into the official 
record of hearings on H. R. 2982. 

Thanking you, I am 

Sincerely, 
Sipney R. Yares, 

Member of Congress. 


UrtiLities ENGINEERING INSTITUTE, 
Chicago, Ill., April 10, 1951. 
Re H. R. 2982, proposed increase of postage rates. 


Hon. Stpney R. Yates, 
Congressman from Illinois, 
House Office Building, Washington, D. C. 

Dear Str: We offer the following for consideration in connection with the 
above-named bill and shall greatly appreciate your cooperation in having this 
letter entered in the official record of the hearings regarding bill H. R. 2982. 

We and our associate school, Wayne School, conduct courses of training for men 
and women and have evidence that we have helped many, many men and women 
to better their earning power; at the same time, we have provided trained men 
and women for work in essential fields. 

During 1950, we paid $6,854.12 postage to mail out circular matter describing 
our courses of training. Our total postage expense for 1950 was $45,620.22. 
Approximately $12,000 of this was for first-class postage on mailings of examina- 
tion sheets and monthly statements; $24,000 was for third- and fourth-class 
mailings of lesson materials. In addition, we paid approximately $600 postage 
due on business-reply envelopes which were enclosed with our circularizing. 

We wish to point out that if the minimum rate on third class is doubled to 2 
cents, making it unprofitable to obtain students by use of third-class mail, it will 
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automatically reduce the amounts spent for other classes of mail, inasmuch as it 
will reduce our enrollment. 

Further, we feel that the proposed bill discriminates against users of third-class 
bulk mailing in favor of users of second-class mail. Third-class mailers are 
entitled to a more equitable consideration. 

Respectfully yours, 


E. P. Sorenson, President. 


The CuarrMan. We also have a statement from Mr. Harold 
McAvoy, president of the National Association of Post Office and 
Postal Transportation Service Maif Handlers, Watchmen, and 
Messengers endorsing H. R. 2982, which will be inserted in the record 
at this point. 

(The statement is as follows:) 


STaTEMENT OF Mr. Harotp McAvoy, NationAL PRESIDENT, NATIONAL Asso- 
CIATION OF Post OrrFicE AND PosTaAL TRANSPORTATION SERVICE MalIL 
HANDLERS, WATCHMEN, AND MESSENGERS 


Mr. Chairman and members of the committee, our organization would like to 
go on record as endorsing the provisions as outlined in H. R. 2982, which provides 
for readjustment of postal rates. 

I sincerely hope you and the members of your committee will favorably report 
on this meritorious piece of legislation. 

Thank you, for the privilege of appearing before you. 


The CHarrMan. We also have statements from the National 
Foundation for Infantile Paralysis, Inc., and from the executive 
secretary of the American Association of Nurserymen which will be 
inserted in the record. 

(The statements are as follows:) 


STATEMENT OF NATIONAL FOUNDATION FOR INFANTILE PARALYsIs, INC. 


Mr. Chairman and members, our concern is over the proposed increase in 
postage on our cards and unsealed mail, used in soliciting funds—principally 
dimes—a proposed increase from 1 to 2 cents. Such an increase would add 
about $250,000 a year to our postage bill. 

If any increase shall be granted in third-class mail rates, we respectfully urge 
that the following amendment be added: ‘except that, in the case of circulars, 
books, and catalogs of 24 pages or more, seals, tags, and other devices, used in 
mail sent out by charitable and philanthropic organizations exempt under section 
101 (6) of the Internal Revenue Code * * the rate shall be 10 cents for 
each pound or fraction thereof with a minimum charge per piece of 1 cent.’ 


THE WAINWRIGHT AMENDMENT 


That amendment was adopted, unanimously, in the Senate committee in 1949, 
and was again submitted to the Senate committee in 1950 in its consideration of 
the then H. R. 2945, on which bill the committee took no action. 

The original author of the amendment was General Wainwright, then com- 
mander of the Disabled Veterans, since which time the language has become 
known as the Wainwright amendment. 


THE 1950 BILL 


The postal rate increase bill, considered in 1950, proposed a 50-percent increase 
in third-class mail rates. As we pointed out then, ‘such an increase would take out 
of the funds of the National Foundation for Infantile Paralysis an additional sum 
of about $125,000 for postage, leaving that much less for the care and treatment 
of the thousands of victims of the dread disease, poliomyelitis—generally known 
as infantile paralysis, or polio. 
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THE 1951 BILLS WOULD DOUBLE THE RATES 


Now, the bills being considered this year (1951), H. R. 2982 and 8S. 1046, would 
double the third-class rates, with the consequent greater expense to the foundation 
and similar philanthropic organizations, and would subtract that much more 
additional expense from the general funds, made up of contributions, principally 
dimes—that much less being available for care, treatment, and remond 9 

We, therefore, feel it our bounden duty to our great cause to present the situa- 
tion to your committee, so that the matter will receive your most thorough and 
earnest consideration. 

We raise no question about the statements of those in authority that the Post 
Office Department and postal service needs more revenue to put it on a paying 
basis, or approximately so. 

Nor do we raise any question whatsoever about the loyal post-office employees 
being entitled to increases in their salaries to meet, or more nearly approach,the 
indisputable recent increases in costs of living. 

We submit, nevertheless, that however worthy those two objectives may be, 
it would be shortsightedness on the part of all, each and everyone involved, to 
reach into these philanthropic funds to meet even a part of such postal-rate 
increases which are now suggested—and for the following reasons: 

The National Foundation for Infantile Paralysis, since its founding in 1938 
by the late President Franklin D. Roosevelt, has given direct assistance in whole 
or in part to more than 165,000 American citizens stricken by the disease, here 
and abroad. This assistance has been given regardless of race, color, or creed 
to all patients who need it. 

The organization leads, directs, and unifies.the fight against infantile paralysis, 
commonly known as polio. 

THE MARCH OF DIMES 


Each year the public has contributed to the well-known March of Dimes appeal 
in more generous amounts. But through the years the incidence of infantile 
paralysis has continued to mount, until today it is the only serious contagious 
disease which is on the increase in this country. 

The funds of the organization are used for treatment of patients, emergency 
epidemic aid, and the most extensive research program, by a voluntary agency, 
ever leveled against any single disease. 

Half of the money contributed, each year, remains with each local chapter for 
the care of local patients, and, in emergencies, to supplement the national epidemic 
aid fund. The other 50 percent contributed each year is sent to the national 
headquarters for epidemic aid, scientifie research, and education of much-needed 
professional personnel. 


THOUSANDS OF NEW VICTIMS EACH YEAR 


The number of new polio patients last year, 1950, was 33,351. In 1949, 42,366. 
Four-fifths of these patients were assisted directly by the national foundation. 
Over 13,000 of the 1950 victims will need continuing care this year. The cost of 
patient care alone, last year, was almost $25,000,000. The treasuries of more 
than one-third of the national foundation’s 2,822 local chapters were entirely 
wiped out. The national headquarters sent more than $8,600,000, in epidemic 
aid funds to these chapters in 1950 and during the first 2 months of this year. 


EMERGENCY FUNDS 


As the number of cases continued to mount, the national foundation president, 
Mr. Basil O’Connor, was forced to call on the public for emergency funds. The 
polio emergency epidemic drive of 1949 was the first in the national foundation's 
history. Had it not been for this emergency appeal the national foundation would 
have ended that year $2,500,000 in the red. Mr. O’Connor was able finally, how- 
ever, to report that, despite the overwhelming cost of aid, no single request for 
support of a patient was refused for financial reasons. 

ourteen years ago, polio did not have the status of a national health problem. 
So little was known concerning the disease that only isolated attempts were made 
to do anything about it. Some patients died. Some recovered. But the fate 
of those who experienced neither recovery nor death was perhaps the cruelest of all. 
These were the thousands left with useless arms and crippled legs, with lifeless 
muscles, and with twisted and misshapen bodies. 
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Nowhere was a community prepared to meet the emergency of a major polio 
epidemic. With the organization of the national foundation, however, resources 
were brought to bear against what previously had been considered unavoidable 
local hardships. 

RESEARCH 


While the old and new patients are being cared for, the national foundation has 
another problem just as vital: Research. Before this research program was 
inaugurated, only a few scientists had searched to unveil the mysteries surrounding 
the disease. The task, however, was enormous in scope, and all facilities were 
pitifully limited. 

Today, the national foundation grants support to 67 research studies in the 
country’s leading universities and laboratories. For the first time, these grantees 
are able to report that promising leads indicate that drugs, serums, and vaccines 
against polio all are now within the realm of possibility. The present problem 
now is to determine which of these possibilities will best serve as a practical means 
of control. 

Mr. O’Connor, who is also president of the Georgia Warm Springs Foundation, 
has been able to state to the public that it may be possible to halt this rising tide 
of polio in the not-too-distant future. 


A VACCINE NOW POSSIBLE 


Last year the national foundation researches succeeded for the first time in 
growing the polio virus in nonnervous tissue in test tubes. Great quantities of the 
virus would be needed, however, should a vaccine be developed. Other grantees 
have succeeded in classifying three distinct types of polio virus. This search for 
all types, under way for over 2 years, is expected to have definite results by the 
end of next year, a comparatively short time to arrive at results in such scientific 
ventures. 

Meanwhile, still other researches, supported by March of Dimes grants, have 
improved techniques of rehabilitation and of mechanical devices, that can materi- 
ally reduce the percentage of patients who suffer permanent disability. 


EPIDEMICS 


The national foundation also provides emergency services during epidemics, such 
as sending professionally trained teams of physicians and nurses and specialized 
equipment wherever needed—flying iron lungs and expert physicians and nurses, 
even as far as the American occupied zone in Germany. Funds are used to under- 
write the transportation, maintenance, and salaries—when need be—of nurses 
and physical therapists sent into these critical areas. 


TRAINING PERSONNEL 


Through scholarships, fellowships, and short refresher courses, the organization 
also provides for the training of physicians, nurses, physical therapists, health 
educators, medical social workers, medical record librarians and other professional 
workers in this field. 

The foundation conducts a widespread public information program, designed to 
present the facts about infantile paralysis, to assure proper care, useful pre- 
cautions, and to aid in dissipating panic. Other information is disseminated to 
physicians, health departments, and welfare agencies, to aid them in carrying on 
treatment and rehabilitation programs for polio patients. 


CONTRIBUTIONS FROM MILLIONS OF CITIZENS 


These great humanitarian programs have been made possible by reason of the 
dimes and dollars coniribuied by millions of people. From an ideal, first set 
down on paper, the national foundation has become an active, potent, and indis- 
pensable force, in the life and health of our Nation. 

With the increase in the number of new cases of polio, and the hopeful gains 
in research, it is practically impossible to curtail any of these programs. With 
the limited financial resources of the national foundation, every outlay of funds 
must be weighed, and especially any item related to overhead. 
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THIS BILL WOULD INCREASE OUR MAILING COST BY $250,000 


This explains our interest in the bill under consideration (H. R. 2982), to increase 
postal rates, and especially that part of the bill dealing with third-class mail. 

Under this bill, which you now are considering, rates for postage, which we 
principally use, would be doubled. For instance, a rise from 1 cent to 2 cents on 
March of Dimes ecards, and other items, which we send third class, would increase 
the cost of our postage bill, by about $250,000 annually, estimating 25 million 
pieces of such mail. The mailing of our publications under second-class mail is 
of comparative unimportance. This increase in third-class mail would mean an 
automatic loss of funds, in this huge amount, at least, for patient care, research 
and professional education, the three primary programs of the National Founda- 
tion for Infantile Paralysis. 

No one would suggest that it could be the intent of Congress to tax, by increasing 
postal rates, an organization whose basic financial structure rests upon the indi- 
vidual contribution of dimes—10-cent pieces—particularly at a time when the 
increased incidence of infantile paralysis throughout the Nation has placed a 
terrifically added burden upon the organization, that pays for the care of patients, 
whose families cannot afford to meet, unaided, these necessarily high costs. 


THE EFFECT OF THE POSTAL INCREASE 


Two and a half million dimes ($250,000) is a great sum of money, especially 
when viewed in relation to the use for which these dimes were intended, and more 
especially when they were contributed by hundreds of thousands of our American 
people. Such a large sum, contributed by all these folks, would purchase approxi- 
168 iron lungs—-or 800 hot pack machines—or would provide training for 185 
physical therapists, whose ranks still must be increased, in order to provide an 
adequate number of qualified professional workers, to attend to polio patients—or 
these millions of dimes would sponsor several vears’ research, in one of the several 
important phases of scientific study, directed at discovering a preventive, or 
even a cure, for polio. 

WHERE OUR FUNDS GO 


For example, since January 1, 1949, the national foundation has expended the 
following amounts in the following particular States: 


| Headquarters’ advances to 
chapters that have ex- 


Chapter ex- hausted local] funds for 


State | penditures, § |_————__-—_— 
1949 | January and 
} | 1950 | February 
1951 
————— = spesneneunenidiinduteenecmseeneniete —SE eee — - = 
California : : : : | $2, 765, 544.15 $700, 700. 00 $40, 375 
Connecticut | 241, 667.16 15, 000. 00 | None 
Florida ; | 403, 728. 85 | 90, 171. 00 | 2, 950 
Georgia. 306,940.47 | 47, 500. 00 | 5, 000 
Iowa ei 4 : ‘ 565, 963. 85 | 185, 121. 59 | 3, 700 
Kansas ; 4 } 205, 618.93 | 7, 022. 09 None 
Kentucky _- | 254, 495. 00 | 83, 060. 00 None 
Louisiana. __-- at od : 212,534.12 | 146, 080. 00 4, 500 
Michigan - - - - - Suk reese Ree raat) ¥ | 1,066.084.78 | 777, 080. 23 | 6, 840 
Minnesota. aad ellie CN _ | 4, 081,056.31 | 492, 225. 00 , 500 
Stale ee et ea ea sai GRR Re IS ee | 768, 513. 56 156, 666.93 | 10, 270 
New York.___.._. : ats _--| 1, 355,051.07 | 462, 553. 37 | 41. 735 
North Dakota. -. an 3 . coe | 98, 520. 86 | 57, 428. 88 | None 
a Se a ea Lee Fae | 904, 490. 65 | 315, 199. 90 | 13, 550 
Oklahoma. ....-.- a 4 , er 3 ‘ 404, 866. OS 123, 165. 00 | 3, 200 
Pennsylvania. -_-_- : 4 : | 670,235.50 | 89, 875.00 610 
SENN ohidh bed sattowccucend ae EE: Fda . | 318, 042. 73 | ‘ None 
.. er See a 186, 963. 05 1,170 
TP aE et LTS Se a ey AE REP 527, 143. 46 | 8, 000 








Of course, the situation in every State in the Union has been taken care of, in 
proportionate sums, and to the utmost extent of the foundation’s resources. 
There are no preferences, geographical, population, or otherwise. The foundation 
exists to serve all. 
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It can readily be seen that the sum of $250,000—the suggested increased cost 
of our postage—is a factor of immense proportion which, if taken away for ex- 
penses, in the payment of postage, would deprive many polio patients of the 
indispensable care, now paid for by the national foundation chapters. In fact, 
possibly, the very recipients of this proposed increase in Government revenue— 
or their families —might feel the effect of this decrease in funds available for treat- 
ment. Polio is no longer a strictly infantile disease—even a letter carrier is not 
immune, 

FUND-RAISING COSTS 


It should be also emphasized that the amount taken away, by increased postage 
costs, would be applied against fund-raising costs, which the foundation strives 
zealously to hold at the very lowest possible minimum. In these days of increased 
need for patient care, it is the effort of the national foundation to apply all the 
techniques at its command, to hold fund-raising costs to a minimum, consistent 
with the largest possible returns in funds, for actual necessary medical work by 


the foundation. 
THE MARCH OF DIMES CARDS 


Our use of the March of Dimes cards, during our annual drives, is a long-estab- 
lished, organized technique, with fixed costs, the largest share of which is postage. 
Were that cost of mailing to be doubled, as proposed, it might make this technique 
of fund raising prohibitive. It is even within the realm of possibility, that this 
tried and proved method of raising polio funds, in dimes, would have to be aban- 
doned, with the result that the most successful avenue of revenue would be closed 
entirely, to the detriment of all those needing the care and attention afforded 
through the foundation. 

For the important reasons outlined above, we ask, then, that, when this dis- 
tinguished committee considers the increase in third-class postal rates, that you 
bear in mind the effect on the National Foundation for Infantile Paralysis, and 
similar philanthropic organizations, and that your committee meet the situation 
by adopting an amendment, such as set forth above, exempting such nonprofit 
organizations from the P oposed increase in postal rates, leaving the present rate 
of 1 cent for postal cards, etc., used by those public-serving organizations. 

The Wainwright amendment is suggested by the provisions of section 101 (6) 
of the Internal Revenue Code, granting tax exemptions to such philanthropic 
organizations as the foundation. If the amendment, which we propose, to exempt 
from this increase in third-class postal rates, all the organizations that are spe- 
cifically included within the provisions of section 101 (6) of the Internal Revenue 
Code, were adopted by this committee, the present rate of 1 cent postal cards for 
the third-class mail used by such organizations would meet their limitations and 
contribute to the public welfare. 

The national foundation, therefore, respectfully petitions that such an amend- 
ment be added to any postal rate bill which your honorable committee shall report. 


STATEMENT OF RicHarD P. Warre, Executive SecreTary, AMERICAN 
ASSOCIATION OF NURSERYMEN 


The American Association of Nurserymen, Inc., has appeared on numerous 
occasions before this committee protesting what we considered to be unreasonable 
increases in third- and fourth-class postal rates. Nurserymen, particularly those* 
who use third-class mail extensively for mailing catalogs and fourth-class mail 
for delivery of plants, have individually appeared before this committee pointing 
out that sudden large increases in bulk third-class rates would force curtailment 
of their catalog distribution. This would automatically result in a curtailment 
in their use of fourth class. Of more serious importance to the revenue of the 
Post Office Department, there would be a reduction in profitable first-class mail 
from persons sending in orders, and a reduction of revenue from special services. 

We reiterate at this time the testimony of witnesses who have appeared on 
behalf of the nursery industry opposing these proposals for large increases in 
third-class postal rates, and whose testimony may be found in the record of 
hearings on S. 1103 and H. R. 2945 (81st Cong.). 

The Senate and House Committees on Post Office and Civil Service are again 
confronted with proposed legislation relating to all classes of mail except fourth 
class (S. 1046 and H. R. 2982). Instead of repeating testimony previously 
offered, we wish only to restate our basic position; namely, that to increase third- 
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class bulk rates to a point at which a reduction of catalog mailings takes place 
will result in a corresponding reduction in revenue from first and fourth class 
and special services. 

We wish, therefore, for the committee to know that we believe that any increase 
in bulk pound rates for catalogs above the present 10 cents would result in a 
reduction of catalog mailings and consequently a reduction in profitable revenue 
in other classes of mail and special services which is generated by the 40 million 
catalogs and fliers which are sent annually by nurserymen to prospective pur- 
chasers of nursery stock. 

In considering whether or not the increases proposed in the above bills shouia 
be adopted, special attention should be devoted to two prime factors from a 
business standpoint, which are separate and distinct from the broad and general 
aspects of the matter as related to national public policy. 

These may be stated as follows: 

1. Economie infeasibility of doubling costs at one stroke. 

2. Magnification of existing inequities if bills are enacted. 

Primarily, the mail-order nursery business is concerned with these increases as 
they relate to third-class mail. We will be affected indirectly by the increases 
in the other classes, but since the increases in third class will be direct and much 
more severe, we will confine this discussion to that feature of the bills. We will 
take up our two points separately: 


1. Economic infeasibility of doubling costs at one stroke 

In the past half century many successful small businesses have been established 
which are entirely, or to a very large measure, dependent upon the United States 
mails for existence. The very success of these businesses testify to their economic 
soundness and need. They have knitted the fabric of this country solidly through 
bringing people and their product together with other people and their product 
although situated far apart. 

To many of these businesses postal costs represent a major item of their expense 
of operation. Numerous businesses have testified in previous postal hearings, 
both individually and collectively, through their representatives and trade asso- 
ciations, that their postal costs almost equal or exceed their net profit. Yet 
the taxes they have paid, and the taxes paid by those who work for them, and by 
those whose separate productive businesses exist by reason of them, many times 
exceed any deficit incurred in the transit of their mail. This fact is also apparent 
from the testimony that has been offered here at previous hearings and can be 
further supported by reference to the tax returns of thousands of these small 
businesses. 

The economic justification of these businesses is therefore sound. Their 
existence is also sound from the standpoint of broad public policy. They all had 
their origin in a small way. Many have stayed small and some have grown big. 
But from a broad public standpoint their effect has been common. Mr. Richard 
C. Brower, Minnesota’s supervisor of radio education, said recently in discussing 
the imminent teacher shortage: ‘‘For instance, if I were teaching a social studies 
class and a boy asked me what made Americans different from Europeans, I 
might play a wonderful half-hour recording about the Sears Roebuck catalog. 
The impact of that catalog on our rural life is terrific. I'd tell that boy that b: ‘ng 
able to order all those things was one reason Americans were different from 
Europeans.” 

While this may be said about one large mail-order concern, the same impact of 
thousands of small mail-order concerns would be collectively many times greater. 

In the past generation there has been a gradual increase in dollar costs to all 
business. Because these increases have been gradual] American businesses in 
general have been able to absorb them and stay in business. However, if any one 
business had been singled out separately and individually for a sudden doubling of 
major cost it would have found it impossible to stand up against such a sudden 
impact. 

It may be conceded that postal rates have not kept gradual pace with the 
increase in costs generally. But to single out one inrportant segment of American 
business which is so very vitally dependent upon the service that is represented 
by the one item, postal costs, and to suddenly double those costs, will be nothing 
short of economic murder committed against this segment of American business. 
For the good of these businesses and the good of our great Nation, let not that 
tragedy take place. 

We hold that these increases, if absolutely necessary and justifiable, be made 
more gradually. Let the increase be 25 percent this time and 25 percent the 
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next time, and so on, but never 100 percent all at one time. This will enable 
these businesses to absorb the shock and have at least a fighting chance of survival. 

The rates on bulk mailings: Circulars, miscellaneous printed matter, and 
merchandise should not be more than 14 cents per pound, minimum 1% cents per 
piece this time, and 1% cents per piece minimum the year following. 

The rates on bulk mailings: Books and catalogs of 24 pages or more, seeds, 
cuttings, bulbs, roots, scions, and plants, should not be more than 10 cents per 
pound, minimum 1% cents per piece this time and 14 cents per piece minimum 
the year following. 

2. Magnification of existing inequities if proposed bills are enacted 

In the consideration of circular mail it is proper to consider this from the 
standpoint of the deficit claimed against it as to just how much of the deficit is 
real and how much unreal. 

Some circular mail will produce sufficient profitable mail to offset the cost of 
its circulation. For example: there are many businesses who mail under bulk 
circular rates only to people who have specifically requested certain literature, 
catalogs, or information. Business of this type will usually produce sufficient 
profit mail in other classes to more than pay its way. The request in the first place 
is an item of first-class mail. The response from the circular is an item of first-class 
mail. The acknowledgment of the response is an item of first-class mail. Any 
related correspondence are items of first-class mail. And usually a remittance is 
involved, which is another item of first-class mail, and in many cases it creates 
extra revenue to the post office through money orders, insurance, and special- 
delivery or registry charges, ete. 

In the nursery-business field, it is reasonably estimated that over 90 percent of 
all third-class mail is addressed only to those who have specifically requested it. 
In the case of Jackson & Perkins Co., Newark, N. Y., one of the larger users of 
third-class mail in the nursery industry, no third-class mail is addressed to un- 
solicited lists. 

This type of business mail is therefore profitable even though it falls into a class 
which the Post Office Department considers, as a whole, is carried at a substantial 
deficit. It would therefore be inequitable to impose a rate upon it equal to a rate 
aimed at eliminating the deficit incurred in the handling of unprofitable mail in 
this class. 

A way should be sought to separate the profitable mail from the unprofitable 
mail within this classification. Until this can be done, any increases in the rate 
upon this class that are found necessary should be gradual so that these businesses 
may have an opportunity to adjust themselves to the increases involved. 


The CuatrmMan. We have a statement from Mr. Hartman Barber, 
general representative of the Brotherhood of Railway and Steamship 
Clerks, Freight Handlers, Express and Station Employees, and a state- 
ment from the Boston Chapter, Mail Advertising Service Association, 
International, which will be included in the record at this point. 

(The statements are as follows:) 


STATEMENT OF HARTMAN BARBER, GENERAL REPRESENTATIVE, BROTHERHOOD 
or RatLway AND STEAMSHIP CLERKS, FREIGHT HANDLERS, EXPRESS AND 


STATION EMPLOYEES 


Mr. Chairman and members of the committee, in view of the fact that you and 
your committee are presently holding hearings on H. R. 2982 to increase postal 
rates on first- and second- and third-class mail and special services, and that in 
the hearings reference has been made to fourth-class mail matter (parcel post), 
it is thought advisable that this brotherhood present its views concerning parcel 
post and more particularly the reduction of size and weight limits of parcel-post 
pieces. In this connection the attention of you and your committee is directed 
to H. R. 3465, a bill to reduce the weight and size limits of parcel-post pieces intro- 
duced by the Hon. M. G. Burnside, a member of the committee, on April 2. 
H. R. 3465 is sponsored by this brotherhood, and its provisions are the same as 
those contained in section 5 (a) of bill H. R. 2945, the postal-rate bill reported by 
your committee in the Eighty-first Congress and passed by the House on February 
9, 1950. The weight limit in zones 1 and 2 would be reduced from 70 to 40 pounds 
and to 20 pounds in zones 3 to 8. However, this reduction in the maximum weight 
limit would not apply to pieces shipped from any post office to a third- or fourth- 
class post office, or rural or star route. Parcel-post pieces shipped from any 
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third- or fourth-class post office or rural or star route would also be exempted 
from any reduction in weight. In other words, the farmers and other rural users 
of parcel post would continue to use the present weight limit of 70 pounds and 
the maximum size limit of 100 inches combined length and girth. The size limit 
to other users shipping to and from first- and second-class post offices would be 
reduced to 72 inches. 

The Postmaster General when testifying before the committee on March 7 
stated very emphatically that the postal service wishes to get rid of heavy parcels 
and those pieces which cannot be contained in a mail sack. The Postmaster 
General admits that these heavy, oversized parcel-post pieces are expensive to 
handle and actually are freight, which the Post Office Department is not equipped 
to handle. We concur in this opinion and regret that when the Postmaster 
General petitioned the Interstate Commerce Commission last October he did not 
request authority to reduce the weight and size limits of parcel-post pieces. In 
his petition to the Commission he urged that a surcharge of up to 50 cents be 
charged on pieces weighing over 50 pounds and up to 25 cents on pieces too large 
to be contained in a mail sack. Unfortunately, even if the maximum charge is 
levied on such parcel-post pieces, it can be confidently stated that these charges 
will not divert a single piece of parcel post to other forms of transport, including 
the Railway Express Agency, due to the fact that there is such a marked difference 
between parcel-post rates and other transportation rates that, even with the 
surcharge, parcel-post rates would still be but a fraction of those charged by pri- 
vately owned transportation agencies. If the entire request of the Postmaster 
General to the Commission increasing rates on parcel post is granted, there will 
still be a deficit. During the coming year, after the Commission renders its 
decision in the Railway Mail Pay case, the parcel post will still be operating at 
a loss. 

It is clear to us, if the mail is to be rid of the stoves, toilet assemblies, heavy 
merchandise, and similar heavy articles properly classified as “‘less-than-carload 
freight’? moving from one urban center to another urban center and shipped 
largely by commercial users to other commercial users, that the only sure means 
is to reduce the size and weight limits of parcel post and thereby eliminate this 
heavy, oversized traffic from the mails. 

The act authorizing parcel post was enacted by Congress in 1912 and became 
effective January 1, 1913. The act fixed the maximum weight at 11 pounds and 
the size limit at 72 inches. The Congress has never changed these limitations. 
The Interstate Commerce Commission, as authorized by law upon petition of the 
Postmaster General, has authorized every subsequent increase in weight and size 
limits. The record indicates that in some instances the Postmaster General wrote 
a letter to the Interstate Commerce Commission and, without hearing, the changes 
sought were granted. The increase in weight and size limits authorized in 1931 
was granted mainly because of the plea of the Postmaster General that existing 
postal facilities available during the depression should be used to their maximum 
capacity. Surely this condition does not obtain now, when existing postal facili- 
ties are strained to their utmost to handle the mails. In our opinion, the 1931 
increase from 50 to 70 pounds and size limits from 72 to 100 inches should never 
have been granted. It is hoped the Congress will correct this unjustified and in- 
equitable situation. It will be if H. R. 3465 is enacted by the Eighty-second 
Congress. 

Since 1946, the cost of operating the postal service has increased markedly. 
The cost of operating the Railway Express has also spiraled, and it has been 
necessary for that agency to increase its rates a number of times in order to survive 
as a privately operated business. Postal rates were last increased on fourth-class 
mail matter (parcel post) by the Eightieth Congress when Public Law 900 was 
passed. These increases became effective January 1, 1949. The following table 
indicates the decline in express shipments, the increase in parcel-post pieces, the 


reduction in express employment; and the deficit in handling parcel post since 1946: 
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These figures are truly revealing. The express business has decreased by 134,- 
000,000 shipments since 1946, and over 32,000 of its employees, members of this 
organization, have lost their employment. During the same period the number 
of parcel-post pieces have increased by over 300,000,000, and the annual deficit in 
handling parcel post has ranged from $30,000,000 to $90,000,000. A situation 
exists here that clearly shows that parcel post is steadily and relentlessly putting 
the Express Agency out of business. Private enterprise is the backbone of our 
entire economic structure. It is private enterprise and the employees of private 
enterprise who pay the taxes to support and maintain Government. It is there- 
fore incumbent upon Government to foster private enterprise and to protect it 
from unwarranted subsidized competition within its power to do so. Down 
through the years, the Government 4 failed administratively to afford such pro- 
tection to the Express Agency and its employees, until the only alternative is an 
appeal to you, the legislative arm of our Government. It is hoped you will not 
let this appeal go unheeded. 

Our position with reference to Government competition with private enterprise 
was epitomized in the statement of Mr. George M. Harrison, grand president of 
this Brotherhood, when he testified before the Senate Post Office and Civil Service 
amare on H. R. 2945 in the Eighty-first Congress. At that time Mr. Harri- 
son said: 

“Tam confident that these stanch advocates of private enterprise and the people 
who continually demand that the Federal budget be balanced, and at the same time 
enjoy the use of these Government postal services, will not too seriously contend 
they should continue to enjoy the privileges of these Government services at the 
expense of the general taxpayers and the peril of private transportation enter- 
prises. These advocates of private enterprise and balanced budgets should be 
given an opportunity to practice what they preach.” 


STATEMENT OF THE Boston CHAPTER, Mart ADVERTISING SERVICE ASSOCIATION, 
INTERNATIONAL 


We, the Boston Chapter of the Mail Advertising Service Association, Inter- 


national, do hereby state as follows: 

Our association consists of 35 member shops engaged in all phases of the mail 
advertising business within a radius of 50 miles of Boston, Mass. 

Of these member shops, only 1 percent are one-man enterprises, the balance 
having an employee personnel ranging upward to over 200 on their regular staff 
supplemented by the services of skilled home workers. 

After much discussion and deliberate consideration, we, as an association, wish 
to go on record as opposed to H. R. 2982, a bill to increase postage rates, as 

roposed, and hereby protest its passage, believing it to be detrimental to the 
xest interests of business generally. 

Inasmuch as a large percentage of all mail advertising within our radius is 
handled by our member shops, we are embodying herewith letters from a few 
member shops having employee personnel of various sizes and operating in a 
widespread area. 

All facts and figures included in these letters are believed to be true and 
presented in the best interests of general business on a normal everyday scale, 
upon the continuance and growth of which our national economic and industrial 
structure and livelihood of everyone in this glorious United States of America 
depend. 

Also included are letters from a chain-store organization and trade dealers’ 
association which present first-hand the results as foreseen by passage of H. R. 
2982 as proposed. [The letters have been filed with the committee. ] 

In behalf of the Boston Chapter, Mail Advertising Service Association Inter- 
national, and its member shops, we earnestly request careful consideration and 
recognition of this, our protest, to the passage of H. R. 2982, as proposed. 


Mr. Gross. Mr. Chairman, I should like inserted in the record two 
letters which I have received regarding this bill. One is from my 
colleague, the Honorable James I. Dolliver of lowa, and the other from 
the circulation manager of the Des Moines Register and Tribune, Mr. 
E. P. Schwartz. Some of the members may recall that Mr. Schwartz 
testified on the postal-rate-increase bill last year. I believe that both 
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of these letters will be of interest to us during our consideration of 
this measure. 

The CuHatrmMan. Without objection, these letters will be inserted 
at this point in the record. 

(The letters referred to are as follows:) 


MANILA, Iowa, March 14, 1951. 
James I. DoLuiver, 
House of Representatives, Washington, D. C. 

Dear Mr. Dotuiver: I am writing in regard to bills H. R. 2982 and S. 1046 
which are in regard to increasing postal rates. We have in the past, and are still 
opposed to any increase which may be made in the second-class postal rates. 

Je would appreciate your support in fighting these bills which will mean an 
increase of 100 percent in the rates of second-class matter over a period of 3 years. 

We would like to remind you that publications such as ours have done much 
to keep the public in constant contact with Government projects both in war and 
peace times. We have published at length information regarding national de- 
fense effort to the people of this country. We have always supported the sale of 
defense bonds, maintenance of steady employment, Red Cross recruiting and 
many, Many more. 

Our paper here in Manilla has gone to great trouble in the past few months to 
print all material available to inform people of communistic ideas of those coun- 
tries which are bringing great burdens to our people. If the National Govern- 
ment had to pay for all this material it would far exceed the cost of the service 
the postal department offers. 

We should like to keep our post office a service to this country and not a busi- 
ness. We appeal to you for your help and hope these bills may be defeated. 

Sincerely yours, 
NorMAN E. CHRISTENSEN. 


Tue Des Mornes REGISTER AND TRIBUNE, 
Des Moines, Iowa, March 138, 1951. 
Congressman H. R. Gross, 
House Office Building, Washington, D. C. 

Dear Mr. Gross: With the proposal before your committee to increase second- 
class and third-class postage rates, I thought you would be interested in an 
experience we had this week on delivery of third-class mail. 

st Tuesday, March 6, we delivered a lot of third-class mail to the Des Moines 
post office by our own truck, about 7 p.m. In this mai) were 180 pieces in large 
9 by 12 envelopes, mailed third-class postage to individual Sunday Register 
carriers in Rock Island, Ill. Up to Saturday, March 10, this mail had not yet 
reached our carriers. 

The manager of our agency there called the post office and talked to the 
superintendent of mails Saturday afternoon, March 10, to see if the mail had 
reached there and why it had not been distributed. 

The Rock Island superintendent of mails told him that mail sent from Des 
Moines third class was not routed direct to Rock Island but instead was routed 
to the Chicago terminal, and worked out of there to the different points of desti- 
nation in Illinois, and that this process takes anywhere from 4 to 6 days. 

Rock Island, Ill., as you know, is approximately 180 miles from Des Moines, 
and just halfway to Chicago. Here is a case where 180 pieces of third-class 
mail would be hauled three times its normal distance to Chicago and back to 
Rock Island, a total of 540 miles of railroad transportation, when it could have 
been dumped off at Rock Island on a direct line from Des Moines with only 
180 miles of railroad transportation. 

The Post Office Department may have an argument in favor of central terminals 
for dispatching mail. But when it comes to speed of delivery or efficiency of 
handling, or cost of handling, it occurs to me that the system needs revision. 
Certainly that kind of mail delivery does not warrant doubling the postal rates 
if the service is going to be no better. 

Not long ago we had a similar experience with mail for our carriers at Kirksville, 
Mo. And we found in that case that the mail for Kirksville, instead of being 
dropped off the Wabash train on its through trip, was carried down to St. Louis— 
again a distance of approximately 360 to 380 miles—run through the big terminal 
post office at St. Louis, and then brought back to Kirksville—making three times 
as much mileage haul by railway mail cars as would be required if it were 
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dropped off on the southbound trip. Kirksville, Mo., for your information, is on 
a direct line of the Wabash between Des Moines and St. Louis. 

One of our carriers at Carthage, Ill., which is about 14 miles from Keokuk, 
Iowa, reports that third-class mail addressed to him from Des Moines on February 
8 arrived on March 10—1 month and 2 days later. Again this mail was probably 
routed by way of Chicago and hauled at least three times as far by rail and worked 
through a post office in a large city, where labor costs are much higher than they 
would be in almost any town in lowa, and as a result was tremendously delayed. 

Yesterday, March 12, one of our circulation executives received a piece of third- 
class mail that was mailed on February 22 at Dowagiac, Mich., requiring 2 weeks 
and 5 days to reach him from that distance. 

It seems to me the terminal system of post office distribution of third-class mail 
needs investigation, from the standpoint of efficiency and high cost of operation. 
With the railroads wanting more pay for hauling mail, it is not efficiency or 
economy to haul mail three times the necessary distance to reach destination. 

I pass on this information to you for whatever it may be worth to you. 

Very truly yours, 
E. P. Scuwartz, Circulation Manager. 

The CuHarrMan. Our first witness this morning is the Honorable 
E. Y. Berry, a Member of Congress from the Second District of South 
Dakota. J do not believe Representative Berry is present right at 
the moment. Therefore, we will hear from Miss Opal Roberts? 

I do not believe Miss Roberts is here. The next witness on the 
schedule is Mr. Sam O’Neal, representing the National Council on 
Business Mail, Washington, D. C. Mr. O’Neal, we will be glad to 
hear from you at this time. 


STATEMENT OF SAM O’NEAL, REPRESENTING THE NATIONAL 
COUNCIL ON BUSINESS MAIL, WASHINGTON, D. C. 


Mr. O’Neau. Mr. Chairman and members of the committee, I 
appear here today as the representative of 300 business mail users, 
who are members of the National Council on Business Mail, Inc. 
The council is composed of a widely diversified group of industries 
which depend upon the mails for the conduct of their business. 

In our membership there are included the following businesses: 
Accountants, addressing equipment manufacturers, adjusters and col- 
lectors, clay products, correspondence schools, corset manufacturers, 
cosmetics, credit bureaus, direct-mail advertising services, duplicator 
machine manufacturers, embroidery manufacturers, envelope manu- 
facturers, explosives, exporters, farm machinery, farm implement 
manufacturers, food products, garment manufacturers, gold and silver 
smiths, greeting card manufacturers, hardware, health and welfare 
institutes, household utilities, insulation manufacturers, insurance 
companies, jewelers, linoleum manufacturers, linotype manufacturers, 
lithographers, mailing-list services, mail-order services, merchandise 
distributors, nurserymen, packers, paint manufacturers, paper mills, 
pharmaceutical manufacturers, photoengravers, photograph-supply 
houses, postage meter companies, printers, publishers, retailers, road 
machinery, rug manufacturers, stock foods, textile mills, trade schools, 
truck manufacturers, type founders, wholesale tailors. 

The national council has carefully considered H. R. 2982, and after 
consultation with its members, has concluded that it should oppose 
this postal rate measure. This decision was reached primarily because 
H. R. 2982 would increase rather than diminish the unfair discrimina- 
tion between the various classes of mail. 
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The council, as many of the members of this committee know, has 
consistently advocated and will continue to advocate equitable rates 
for all mail users. 

We feel that through the years the policy of lower rates for news- 
papers and magazines has been much abused. 

President Truman in his message of February 27 told this Congress 
that major changes were necessary in the postal rates for second-class 
mail. He pointed out that 80 percent of the postal costs for news- 
papers and magazines are paid by the general public. He said further 
that— 
these excessive subsidies for newspapers and magazines are not only wrong, they 
are seriously inequitable. 

He added: 

Newspapers and magazine publishers have substantially increased their sub- 
scription and advertising rates in recent vears— in many cases doubling or tripling 
these rates. Second-class postage rates, on the other hand, are close to the average 
level of 1879, when this class of mail was first established. Publishers who charge 
prices geared to present-day cosis cannot reasonably expect to pay postage ai 
rate levels 70 years old. 

The council had hoped that the postal-rate bill to be considered by 
the Eighty-second Congress would remove at least some of the flagrant 
violations of fairness and equity which have been inherent in the 
postal-rate structure. Instead the bill would only serve to exaggerate 
the disparities. Permit me to illustrate this point. 

This bill which you now are considering would increase the revenues 
of the postal service an estimated $161,175,000. Of this amount, the 
newspapers and magazines would pay an estimated $20,000,000 while 
other mail users would pay the remainder of $141,175,000. 

The deficit in second-class mail approximates $200,000,000. This 
is more than half of the total deficiency properly chargeable to mail 
users. 

It must be remembered that the Eightieth Congress passed a law 
which increased all postal rates except those for newspapers and 
magazines. This law, which became effective on January 1, 1949, 
increased rates on third- and fourth-class-mail matter and special 
services in the amount of $143,325,110 annually. 

The Cuarrman. Mr. O’Neal, do you think that that bill, providing 
for 100 percent increase in postage on second-class matter is enough, 
or do you think it should be further increased about 20 percent. 

Mr. O’Neat. I think the difficulty there is that an increase of 100 
percent on a $40,000,000 present revenue is not as excessive as 100 per- 
cent increase on third-class mail where it produces tremendously 
more revenue. That is the point I am trying to make. It might be 
better to consider it on the matter of the deficit rather than the 
revenues from a class of mail. 

The CHarrMan. All right. 

Mr. O’Neat. That is the point. These inequities have grown 
through the years when there have been no rate increases on second- 
class mail. At the moment it might seem a little bit stiff and perhaps 
itis. Certainly if it is stiff, what are the increases on some of the other 
classes of mail? That is our only point there. 

The Cuarrman. Do you think that some preferential consideration 
should be given to second-class publications? 
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Mr. O’Neav. Most certainly, but I think, and members of the 
council feel, that special treatment and the special rates which were 
originally created for second class, that has been abused through the 
years in the failure to enact any rate increases. For example, in 1948 
there was a bill brought out of this committee as you well recall which 
raised second-class mail some, but it did not get past the Rules Com- 
mittee. This committee brought out another bill which exempted 
second class. 

The CuatrMan. Proceed. 

Mr. O’Neau. There now is pending before the ICC an application 
for additional increases on fourth-class mail—parcel post, catalogs, 
and books—for an additional $110,854,974 annually. 

If the rate increases proposed by the Postmaster General are 
approved by the ICC this class of mail will be self-sustaining even 
under the present method of the Post Office Department in allocating 
costs of the various services. 

I will skip a little bit, I know you are pressed for time. 

The CHarrMan. Your entire statement will be included in the 


record in full. 
Mr. O’Neat. Thank you. 
(The statement is as follows:) 


STATEMENT OF Sam O'NEAL, WASHINGTON REPRESENTATIVE OF THE NATIONAL 
Councit on Business Matt, Ine. 


I appear here today as the representative of 300 business mail users, who are 
members of the National Council on Business Mail, Inc. The council is com- 
posed of a widely diversified group of industries which depend upon the mails for 
the conduct of their business. In our membership there are included the following 
businesses: 

Accountants Linoleum manufacturers 

Addressing equipment manufacturers Linotype manufacturers 

Adjusters and collectors Lithographers 

Clay products Mailing-list services 

Correspondence schools Mail-order services 

Corset manufacturers Merchandise distributors 

Cosmetics Nurserymen 

Credit bureaus Packers 

Direct-mail advertising services Paint manufacturers 

Duplicator machine manufacturers Paper mills 

Embroidery manufacturers Pharmaceutical manufacturers 

Envelope manufacturers Photoengravers 

Explosives Photograph-supply houses 

Exporters Postage meter companies 

Farm Machinery Printers 

Farm implement manufacturers Publishers 

Food products | Retailers 

Garment manufacturers Road machinery 

Gold and silver smiths Rug manufacturers 
ireeting card manufacturers Stock foods 

Hardware Textile mills 

Health and welfare institutes Trade schools 

Household utilities Truck manufacturers 

Insulation manufacturers Type founders 

Insurance companies Wholesale tailors 

Jewelers 


The national council has carefully considered H. R. 2982, and after consultation 
with its members, has concluded that it should oppose this postal-rate measure. 
This decision was reached primarily because H. ye 2982 would increase rather 
than diminish the unfair discrimination between the various classes of mail. 
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The council, as many of the members of this committee know, has consistently 
advocated and will continue to advocate equitable rates for all mail users. 

We feel that through the years the policy of lower rates for newspapers and 
magazines has been much abused. 

President Truman in his message of February 27 told this Congress that major 
changes were necessary in the postal rates for second-class mail. He pointed out 
that 80 percent of the postal costs for newspapers and magazines are paid by the 
general public. He said further that ‘these excessive subsidies for newspapers 
and magazines are not only wrong, they are seriously inequitable.’’ He added: 

“‘Newspapers and magazine publishers have substantially increased their sub- 
scription and advertising rates in recent years—in many cases doubling or 
tripling these rates. Second-class postage rates, on the other hand, are close to 
the average level of 1879, when this class of mail was first established. Pub- 
lishers who charge prices geared to present-day costs cannot reasonably expect 
to pay postage at rate levels 70 years old.”’ 

he council had hoped that the postal rate bill to be considered by the Eighty- 
second Congress would remove at least some of the flagrant violations of fairness 
and equity which have been inherent in the postal-rate structure. Instead the 
bill would only serve to exaggerate the disparities. Permit me to illustrate this 


int. 

This bill which you now are considering would increase the revenues of the 
postal service an estimated $161,175,000. Of this amount, the newspapers and 
magazines would pay an estimated $20,000,000 while other mail users would 
pay. the remainder of $141,175,000. 

he deficit in second-class mail approximates $200,000,000. This is more than 
half of the total deficiency properly chargeable to mail users. 

It must be remembered that the Eightieth Congress passed a law which in- 
creased all postal rates except those for newspapers and magazines. This law, 
which became effective on January 1, 1949, increased rates on third- and fourth- 
class mail matter and special services in the amount of $143,325,110 annually. 

There now is pending before the ICC an application for additional increases 
on fourth-class mail—parcel post, catalogs, and books—for an additional $110,- 
854,974 annually. 

If the rate increases proposed by the Postmaster General are approved by the 
ICC, this class of mail will be self-sustaining even under the present method of 
the Post Office Department in allocating costs of the various services. 

I would like to point out here that this bill proposes increases of $141,570,000 
which would amount to 60 percent of the deficits projected for post and postal 
cards, third-class mail, and the special services. cond-class mail users would 
pay only 10 percent of their deficit. 

he inequities in the postal rate structure will be multipled under such a 
proposal as this. We do not feel that the obvious purport of the President’s 
message is carried out in H. R. 2982. 

Permit me to illustrate this point in another way. Assuming the expenditures 
and revenues are constant at 1952 levels in the years to come, users of post and 
postal cards, third-class mail, and the special services under this bill would pay 
in the next 3 years a total sum of $424,710,000 in additional postage charges. 
Newspapers and magazines would pay but $90,000,000 and the deficit for handling 
this type of mail in the 3 years would amount to $510,000,000. 

I ask you in all fairness if this jibes with the President’s statement that ‘there 
seems to be no excuse whatever for the general public to subsidize advertis- 
ing * * * in newspapers and magazines * * *.’’ 

To go a step further, if H. R. 2982 is enacted in its present form and should the 
ICC approve the application for higher fourth-class rates, all mail users, except 
newspapers and magazines, will have paid out between January 1949 and 1954 
additional postage charges amounting to $1,679,224,922, as compared with the 
$90,000,000 which newspapers and magazines would pay out in the same period. 
This amounts to a second-class subsidy of $1,110,000,000 for the 6-year period 
from 1949 to 1954, inclusive. 

We submit that a postal rate structure such as this is a travesty on equity and 
fair play. 

I should like to discuss briefly with you the sections of the bill directly affecting 
business mail users. Other witnesses will explain in more detail the impact of 
the proposed increases on their businesses. 
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POST AND POSTAL CARDS 


The bill proposes to double the rate on post and postal cards. This means 
$48,000,000 in additional revenues, which is more than one-third of the total 
increases proposed in the bill. 

Postmaster General Donaldson has told you that the cost of handling each post 
and postal card is 2.8 cents. The cost-ascertainment report for 1949 fixes the 
unit cost for handling first-class letter mail at 2.69 cents per piece. We cannot 
find any figures of substance establishing why it costs more to handle a post or 
postal card than to handle a first-class letter. 

The post and posial card has grown in popularity with the American people 
throughout the vears. It is true its use by business establishments has increased, 
but that does not change the fact that the general public still uses it for the purpose 
for which it was established. 

The post and postal card does not afford the mailer the privacy of letter mail, 
whether first or third class. The space provided for text of the mailing or text of 
the message is extremely limited. The relative value, therefore, of a post or 
postal card to the first-class letter which may contain three sheets of ordinary 
bond paper, 8 by 11, is significantly less. 

The post-card rate historically has been half of the first-class mail rate. It is 
not advisable in our opinion to propose a rate two-thirds that of the first-class mail. 


THIRD-CLASS MAIL 


There is a joker in the provisions of this section of H. R. 2982. While it appears 
that the special bulk pound rate on third-class cureular matter is retained, actually 
the proposal to raise the minimum per piece from 1 cent to 2 cents completely 
nullifies the established bulk-pound rate and the advantages which it affords to 
those who use it. 

Historically, the bulk-pound rate was established to encourage a larger and 
wider use of direct mail advertising as a management sales tool, especially geared 
to the requirements of small business firms, those whose volume of business did 
not allow for advertising appropriations making possible the use of other adver- 
tising media. 

Under the bulk pound rate, a user can mail out 200 pieces of mail at a cost of 
$2 for postage, plust the cost of the material, addressing, and so forth. The 
national council was one of those who advocated and supported the establishment, 
of the bulk pound rate in the belief it would encourage and stimulate a larger use 
of advertising by a larger number of business firms, particularly the smaller ones 
who in the aggregate represent the major proportion of American business, many 
of whom cannot afford to use other forms of advertising. 

Our belief has been justified by the fact that in 1949, the total number of pieces 
of direct mail advertising mailed at the bulk pound minimum rate of 1 cent per 
piece was 5,834,127,300, as compared with 2,137,913,397 pieces mailed at the 
regular third-class rate, or 73 percent. 

In return for the lower bulk pound minimum piece rate the user is required to 
face, sort, and tie his mailings into bundles according to destination, and in some 
cases according to postal zones, and transport them to the originating post office 
by the user. These mailings are also usually mailed under a printed permit 
indicia or with precanceled stamps. If the minimum per piece rate of 2 cents as 
proposed should be adopted, the present advantages over the regular third-class 
rate would cease to exist, thus removing the incentive which the mailer has to 
use the bulk pound rate. Mailings would then go forward under the regular rate, 
causing additional costs to the Post Office Department for sorting and processing 
the mail. 

The net result would be to make the bulk pound rate almost totally inoperative 
insofar as the mail user and the postal services are concerned. We are opposed 
to any rates which would ultimately lead to the destruction of the bulk rate mailing 
privilege which has proven so invaluable to all types of American business. 

As in the case of the handling costs reported by the Department on the post 
and postal cards, we cannot find ary justification for a reported cost of 2.80016 
cents per piece for third-class matter ageinst 2.69684 cents ner piece for first class. 
Why should it cost more to handle third-class mail than it does to handle first- 
class mail when third-class mail is a secondary service and is not entitled to the 
expedited service accorded first-class mail? Also considering that most of the 
processing on third-class mail is done by the mailers and none by the mailers of 
first-class mail. 
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The rates which are proposed would increase third-class piece rates by 100 
percent. The council objects strenuously to a discriminatory rate such as this, 
especially in view of the fact that third-class users’ rates were increased by more 
than $23,000,000 only 2 years ago. 


COLLECT-ON-DELIVERY MAIL 


C. o. d. fees are the amounts charged for collection of money from the addressee 
at the time of delivery. Remittance to the sender is in the form of a postal money 
order for which a separate fee is charged. Both the c. o. d. and money-order fees 
are in addition to the regular postage charges, and charges for any other special 
handling or special services which may be requested. 

All three of the basic fees and charges which enter into each c. o. d. transaction 
were sharply increased in 1949. At present, the cheapest possible c. 0. d. trans- 
action (a parcel weighing under 1 pound sent to a local address, c. o. d. for $0.01 
to $2.50) costs 40 cents, and would cost 45 cents if the increase in fourth-class 
rates were approved by the Interstate Commerce Commission. 

Another example would be a $5 c. o. d. transaction weighing | pound mailed to 
the fourth zone: 


Present parcel post rate 
H. R. 2982 ec. o. d. fee 


Proposed ICC parcel post rate 
H. R. 2982 ec. o. d. fee 
Money-order fee 


Total 


1 On a $5 transaction. 


It is obvious that the percentage of increases on less valuable merchandise is too 
great. We would suggest that this committee, if it deems increases necessary, con- 
sider the maintenance of present rates on the lower brackets and raise rates on 
parcels with values upward of $25. The c. o. d. service is primarily a service to 
low-income groups, who do not have checking accounts or charge accounts. 

The rates proposed, especially on the lower-valued articles, raises a question 
whether an attempt is being made through confiscatory rates to abolish the ec. o. d. 
services. It is pertinent to call attention to the statement made before this com- 
mittee by the Postmaster General on April 4, 1949. On that occasion he said: 

“Tn connection with that particular special service, I would be willing to recom- 
mend to this Congress that they eliminate it entirely. I have never been able to 
understand why we need ac. o. d. service in the postal services.” 

Excessive rates on c. 0. d. transactions will deprive low-income consumers of 
an essential service. Evidence of this fact is that there were a total of 73,841,204 
c. o. d. transactions in the fiscal year of 1949 while there were only 63,110,631 
such transactions in the fiscal vear of 1950. These figures were taken from table 
41 of the cost ascertainment reports issued this week by the Post Office 
Department. 

Thus, there was a decrease of 10,730,573, or approximately 15 percent, in such 
transactions after the increase in c. o. d. rates which went into effect on January 1, 
1949. A further increase in c. 0. d. fees, such as proposed in H. R. 2982, un- 
doubtedly would result in an even greater shrinkage in the volume of such 
transactions. 

Destruction of this vital service will be an accomplished fact if further increases 
are imposed in the ec. o. d. fees. 

That there is a need for the ce. o. d. service is shown by the large increase in the 
use of the service in the years between 1939 and 1949. During that period the 
number of c. o. d. transactions increased from 33,983,321 to 73,841,204. We 
believe this is an important and invaluable service for the American people and 
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should be continued at rates which would enable the public to use it economically. 
We hope this committee will prevent destruction of c. 0. d. service through the 
levying of exorbitant fees. 

his committee undoubtedly is aware that the Post Office Department proposed 
increases of approximately $28,000,000 annually in money-order fees in the bill it 
submitted to the Eighty-first Congress. The committee also knows that no 
increases in such fees are proposed in the bill now before you. 

The Department has explained that a new system of handling money orders is 
being adopted and anticipates the new system will sufficiently reduce costs of the 
service to make it self-sustaining. This being true, it would appear unreasonable 
to charge the present c. o. d. fee of 25 cents on a $5 transaction since the charge is 
merely for the service of collecting the money from the recipient, especially since 
the money-order fee charged for transmitting the money to the sender is only 10 
cents and that sum covers the cost of such service. It must be remembered that 
on every c. o. d. transaction a money-order fee is paid, in addition to the c. o. d. fee. 

The unreasonableness of the ec. o. d. fee in relation to the money-order fee be- 
comes more accentuated if the 40-cent fee were to become effective, especially 
when the type and amount of the service rendered in each case is considered. 

If low money-order fees sufficient to cover costs can be maintained through im- 
proved operating and accounting methods, isn’t it reasonable to assume that costs 
of c. o. d. service might even be reduced through improved operating methods? 


RATE-MAKING POWERS 


Section 11 of the bill you are now considering would authorize the Postmaster 
General to fix charges for the special services in the future. We are opposed to 
removing this authority from the Congress and placing it in the hands of the 
Postmaster General. 

We feel there is no more justification for such an authority than there would be 
to give the Postmaster General the power to fix all postal rates. 

‘ertainly if such an authorization is given, there should be some provision for 
the protection of the mail user. Should this authority be delegated to the Post- 
master General, we strongly urge that a provision be included to require the 
Postmaster General to publish at least 90 days in advance the charges which he 
proposes to make in the fees, and we urge that it also be provided that hearings 
would be granted to anyone wishing to appear in opposition to the changes. A 
full record should be kept of such hearings and made available to whoever may 
desire. 

CONCLUSIONS AND RECOMMENDATIONS * 


The Post Office Department deficit has assumed proportions that suggest a 
complete review of postal policy. The national council, year after year since it 
first was organized more than 25 years ago, has appeared before legislative com- 
mittees of the Congress on postal rate matters. The council has consistently 
opposed a rate structure which compels the users of certain classes of mail to 
bear a disproportionate share of the cost of operating the postal service. 

The national council feels most strongly that the cost-ascertainment methods 
of the Department should not be used as a basis for making rates. Many Post- 
masters General and other experts have agreed that the method followed in the 
cost ascertainment is defective and unreliable as the basis for determining rates. 

Only a few weeks ago James J. Doran, who in 44 years of service in the Post 
Office Department rose from a substitute letter carrier to chief inspector and then 
to Director of Budget and Planning, sharply criticized cost ascertainment as a 
basis for rate making. Mr. Doran’s comments were made in an article he wrote 
recently for the Postal Record. I commend it to the attention of each member 
of this committee. 

In view of the obvious weakness of the present system of fixing postal rates, the 
national council urges this committee to consider the creation of a board or com- 
mission with broad powers to go thoroughly into the complex postal-rate problem 
and to make recommendations to Congress. We believe such a board or com- 
mission also should assist this committee and Congress in determining to what 
extent the Post Office Department should be made self-sustaining and yet provide 
adequate service for all the people. 

We believe such a study should determine the cost of operating the Post Office 
Department if its service was limited to handling first-class mail. That is the 
primary service of the Department, and due consideration should be given to this 
fact. Excess costs should be apportioned between the supplementary services on 
the basis of work or cost units used. 
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In conclusion, members of this committee know that we have been before your 
committee on many occasions in the past. We have repeatedly asked for an 
equitable approach to the postal-rate structure. We have insisted that increases 
be equitable and nondiscriminatory. We submit that the rates outlined in H. R. 
2982 are discriminatory and inequitable. We urge the removal of such inequities, 
and we will continue to oppose vigorously any bill which makes no real attempt 
in that direction. 

I thank you for the privilege of appearing before you this morning. 

Mr. O’Nzat. I would like to point out that this third-class mail, 
post and postal cards, and special services would pay under this bill 
a total sum of $424,710,000 in additional postage charges. Newspapers 
and magazines would pay but $90,000,000, and the deficit for handling 
this type of mail in the 3 years would amount to $510,000,000. 

To go a step further, if H. R. 2982 is enacted in its present form 
and should the Interstate Commerce Commission approve the appli- 
cation for higher fourth-class rates, all mail users, except newspapers 
and magazines, will have paid out between January 1949 and 1954 
additional postage charges amounting to $1,679,224,922 as compared 
with the $90,000,000 which newspapers and magazines would pay 
vut in the same period. This amounts to a second-class subsidy of 
$1,110,000,000 for the 6-year period from 1949 to 1954, inclusive. 

We submit that a postal-rate structure such as this is a travesty on 
equity and fair play. 

1 would like to discuss the various provisions of the bill briefly. 
Other witnesses have been here and have explained in much more 
detail the impact of the proposed increases on their businesses. 

As regards post and postal cards, the bill proposes to double the rate 
on them. The historical differential has been between the first-class 
mail and post and postal cards, which has been 50 percent. It has 
been half the first-class mail, and we doubt that it is advisable to 
increase it beyond that point. 

With respect to third-class mail, we submit that there is a joker in 
the provisions of this section of H. R. 2982. While it appears that the 
special bulk pound rate on third-class circular matter is retained, 
actually the proposal to raise the minimum per piece from 1 cent to 
2 cents completely nullifies the established bulk pound rate and the 
advantages which it affords to those who use it. 

Historically, the bulk pound rate was established to encourage a 
larger and wider use of direct-mail advertising as a management sales 
tool, especially geared to the requirements of small-business firms, 
those whose volume of business did not allow for advertising appropria- 
tions making possible the use of other advertising media. 

Under the bulk pound rate, a user can mail out 200 pieces of mail at 
a cost of $2 for postage, plus the cost of the material, addressing, and 
so forth. The national council was one of those who advocated and 
supported the establishment of the bulk pound rate in the belief it 
would encourage and stimulate a larger use of advertising by a larger 
number of business firms, particularly the smaller ones, who in the 
aggregate represent the major proportion of American business, many 
of whom cannot afford to use other forms of advertising. 

Our belief has been justified by the fact that in 1949 the total num- 
ber of pieces of direct-mail advertising malied at the bulk pound 
minimum rate of 1 cent per piece was 5,834,127,300 as compared with 
2,137,913,397 pieces mailed at the regular third-class rate, or 735 
percent. 
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Many witnesses have already told you of the savings to the Depart- 
ment which have come through processing of the mail, and I will not 
go into that at this point; it is in my statement. But I would like to 
point out that the net result of eliminating this rate for bulk mailing 
would be to make the bulk pound rate almost totally inoperative 
insofar as the mail user and the postal services are concerned. We 
naturally are opposed to any rates which would ultimately lead to 
the destruction of the bulk-rate mailing privilege which has proven 
so invaluable to all types of American business. We would also like 
to point out that there was a third-class rate increase that became 
effective in 1949. 

Getting on to collect-on-delivery mail, the c. 0. d. fees are the 
amounts charged for collection of money from the addressee at the 
time of delivery. Remittance to the sender is in the form of a postal 
money order for which a separate fee is charged. Both the c. o. d. 
and the money-order fees are in addition to the regular postage charges, 
and charges for any other special handling or special services which 
may be requested. This rate, since prior to 1949, has more than 
doubled, Mr. Chairman. 

It is obvious that the rates proposed in this bill, the percentage of 
increases on less valuable merchandise, is too great. We would sug- 
gest that this committee, if it deems increases necessary, consider the 
maintenance of present rates on the lower brackets and raise rates on 
parcels with values upward of $25. The c.o. d. service is primarily a 
service to low-income groups who do not have checking accounts or 
charge accounts. 

The rates proposed, especially on the lower-valued articles, raises 
a question whether an attempt is being made through confiscatory 
rates to abolish the c. 0. d. services. It is pertinent to call attention 
to the statement made before this committee by the Postmaster 
General on April 4, 1949. On that occasion he said: 

In connection with that particular special service, I would be willing to recom- 
mend to this Congress that they eliminate it entirely. I have never been able 
to understand why we need a ¢. o. d. service in the postal services. 

Excessive rates on c. 0. d. transactions will deprive low-income con- 
sumers of an essential service. Evidence of this fact is that there 
were a total of 73,841,204 c. o. d. transactions in the fiscal year of 1949, 
while there were only 63,110,631 such transactions in the fiscal year 
1950. 

Mr. Rees. You do not attribute that entirely to the increase in 
rates; do you? 

Mr. O’Neat. I certainly think it has something to do with it. 

Mr. Rees. Have you analyzed that? 

Mr. O’Neau. Some of our members have. It certainly is a factor, 
Mr. Rees, in the dropping off. 

Mr. Rees. Of course, you want c. 0. d. to pay its way; do you not? 
You do not want the Government to collect this money and use it for 
those who sell merchandise through the mails? You do not want the 
Government to lose anything by that; do you? 

Mr. O’Neau. I do not think that the people who conducted business 
that way—— 

Mr. Rees. I am talking about the man who sells merchandise 
through the mails. You want that man who pays for the merchandise 
also to pay whatever it costs to handle that transaction; do you not? 
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Mr. O’Neau. Well, I think if the cost of that transaction—I point 
out in regard to that here just a little bit later. 

Mr. Regs. I read what you pointed out. 

Mr. O’Neat. We think that there could be improvements in that. 
We think maybe there is too much charge allocated, too much cost 
allocated, when all it is is simply the collection of the money. 

Mr. Reps. Of course, you talk about a service. 

Mr. O’Nwat. The money-order fee is being kept at the same rate, 
Mr. Rees. 

Mr. Rees. All right, but I am asking you whether you want it to 
pay its own way. 

Mr. O’Nwau. We would like an equitable distribution of the rates; 
yes, sir. I have not had any member of any organization that is 
affiliated with the national council ask for anything else. I think you 
will agree that we have been here many, many times, and have pro- 
nosed rate increases, Mr. Rees, quite in contrast with some of the 
other witnesses. 

The CuarrMAan. What proposed increase do you recommend now 
outside of your proposal with regard to newspapers and magazines on 
second class? 

Mr. O’Neau. We would like, as I pcint out here, once and for all, 
to get the rate structure put on a proper basis. We doubt that you 
aa do it by passing legislation such as has been passed certainly 
over the last 4 years and as proposed here. We doubt that you will 
ever correct that. We suggest, as have done others—and there have 
been bills introduced on the Senate side to make an increase. 

The CuarrMan. What increase do you recommend? 

Mr. O’Neau. We would be happy to have the same proportionate 
increases that the second class gets, Mr. Chairman. We will leave 
that to your judgment. 

The CuarrMan. That would be 100 percent then? 

Mr. O’Neat. If you put it 100 percent over 3 years and put second 
class 100 percent over 3 years, I am sure that our members would be 
content. It would undoubtedly work hardships on the smaller ones 
more rapidly than on the larger ones. I know from experience that 
the people who will be hurt most by this bill are the small industry. 

Mr. Rugs. Speaking now with respect to c. 0. d.? 

Mr. O’Neau. That is one of them; yes, sir. The same would apply 
on the third class. I have heard many people say that they could 
take a rate increase in third class, the larger people, but I have not 
heard that same statement from the smaller ones. 

With respect to the rate-making powers, I think we have covered 
the c. o. d. section adequately for the purposes of the discussion here. 
We would like to suggest, if this section 11 of the bill you are now con- 
sidering is retained in the bill, that it be amended to provide that the 
Postmaster General publish at least 90 days in advance the changes 
which he proposes to make in the fees and that hearings be granted to 
anyone wishing to appear on those. I think it is pertinent, in view 
of the obvious feeling in the Post Office Department that the c. o. d. 
service is a little bit distasteful to handle, the fact that it is sometimes 
stacked up. I think, generally speaking, the postal employees do not 
like to handle c. o. d. transactions. That has been the experience of 
our members, and it certainly is borne out by what the Postmaster 
General says here, 
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Mr. Rees. How would you amend that? 

Mr. O’Neau. To require the Postmaster General to give notice 
when he is going to make any changes in rates, and that people who 
are interested in those rates be given a hearing to point out what it 
would do to them. 

Mr. Rees. I see. 

Mr. O’Neau. As for our recommendations, we feel very strongly 
that the Post Office Department deficit has assumed proportions that 
suggest a complete review of postal policy. The national council, 
year after year since it first was organized more than 25 years ago, has 
appeared before legislative committees of the Congress on postal-rate 
matters. The council has consistently-opposed a rate structure which 
compels the users of certain classes of mail to bear a disproportionate 
share of the cost of operating the postal service. 

The national council feels most strongly that the cost-ascertainment 
methods of the Department should not be used as a basis for making 
rates. Many Postmasters General and other experts have agreed that 
the method followed in the cost ascertainment is defective and unre- 
liable as the basis for determining rates. 

There were many experts before the Interstate Commerce Commis- 
sion on that subject, and it was indicated there, and we requested 
through our attorneys in those hearings, that the cost experts of the 
Interstate Commerce Commission go into the matter of cost ascertain- 
ment and its equitability for the purpose of making rates. 

Mr. Miuuter. What conclusions did they arrive at? 

Mr. O’Neat. I beg your pardon? 

Mr. Mituer. Have the conclusions or recommendations of these 
experts from the Interstate Commerce Commission been made known? 

Mr. O’Neat. Their conclusions have not been made known, Mr. 
Miller. Their cost experts attended all of the hearings. 

Mr. Miter. I just wondered. 

Mr. O’Neau. The matter is now before the Interstate Commerce 
Commission, and we presume that their cost experts will make a 
report to the members of the ICC as to their findings. 

The national council urges this committee to consider the creation 
of a board or commission with broad powers to go thoroughly into the 
complex postal-rate problem and to make recommendations to 
Congress. We believe such a board or commission also should assist 
this committee and Congress in determining to what extent the Post 
Office Department should be made self-sustaining and yet provide 
adequate service for all the people. 

We believe such a study should determine the cost of operating the 
Post Office Department if its service was limited to handling first- 
class mail. This is the primary service of the Department, and due 
consideration should be given to this fact. Excess costs should be 
apportioned between the supplementary services on the basis of work 
or cost units used. 

In conclusion, members of this committee know that we have been 
before your committee on many occasions in the past. We have 
repeatedly asked for an equitable approach to the postal rate structure. 
We have insisted that increases be equitable and nondiscriminatory. 
We submit that the rates outlined in H. R. 2982 are earn sronge 
and inequitable. We urge the removal of such inequities and we will 
continue to oppose vigorously any bill which makes no real attempt 
in that direction. 
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Thank you. 

The CuHarrMan. Are there any questions? Mr. Miller? 

Mr. Miuier. Mr. O'Neal, a year ago or 2 years ago the committee 
included in its report a recommendation for the continuous study of 
this subject. Do you subscribe to that? 

Mr. O’Neat. Yes, sir. I do not think there is a group of mail 
users that works more closely and has better relations with the Post 
Office Department than does the national council and its members. 
We have always sought to assist, and we have made many recom- 
mendations which have helped the Post Office Department. 

Mr. Mixter. | think you could also include your relations with 
this committee as far as 1 am concerned because they have always 
been most friendly and constructive. 

Mr. O’NEAL. Fie they will always be that way, Mr. Miller. 
Certainly in my approach to this subject and the approach of the 
council has been one of not trying to get any special treatment from 
this committee or from Congress and they never will do it. 

The Cuarrman. Mr. Lesinski? 

Mr. Lesinsxr. No questions. 

The CuarrmMan. Mr. Rees? 

Mr. Ress. | think your last statement is a correct one; that is, 
we are trying to reach a place where these rates will be fair and 
equitable to all parties concerned. 

Mr. O’Neat. Mr. Rees, our group would not permit me to come 
in here and ask for something that would give them a special treatment 
and special consideration. We recognize the deficit problem, and 
we would like to see it solved. We think that there has been so 
much effort made just by legislative committee action, and it has 
not solved it that we are suggesting for the first time that perhaps 
it would be better. I think all rates would be increased and sub- 
stantially so if such a commission actually did the job for which it 
was created. I think it is inevitable that it would. Iam not so sure 
that that same situation will prevail under the present circumstances. 
I have seen evidence to the contrary. 

Mr. Gross. You do not think the advisory board would? 

Mr. O’Neat. It was set up for that purpose. 

Mr. Gross. Tell me, what is the purpose of the advisory board? 

Mr. O’Neat. It might advise with the Postmaster General in 
operating methods and in a way on rates, but a meeting every 3 
months, I do not think you are going to get a solution to the postal-rate 
structure with a body of men that certainly none of them have had 
any experience previously on postal-rate matters. 

Mr. Gross. How can they be of much assistance even in operating? 

Mr. O’Neat. They are all successful buginessmen. 

Mr. Gross. Even so. 

Mr. O’Neau. Certainly they would be of some assistance in that 
way. 

The Cuarrman. Mr. Williams? 

Mr. Wiuras. I have nothing. 

The Cuarrman. Thank you very much, Mr. O'Neal. 

Mr. O’Neat. Thank you, gentlemen. 

The CHarrMaANn. Our next witness is Mrs. Margie Malmberg, repre- 
senting the American Library Association, Washington, D. C. 
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STATEMENT OF MRS. MARGIE MALMBERG, REPRESENTING THE 
AMERICAN LIBRARY ASSOCIATION, WASHINGTON, D. C. 


Mrs. MatmserG. Thank you. 

Before I begin my testimony I think that someone should tell your 
committee that you deserve praise for the courtesy you show all the 
witnesses and the patience with which you listen to all of our cases 
that we bring before you. 

The CuarrMan. In return the committee wishes to express thanks 
to you for your patience because I think this is about the fifth day you 
have come to appear as a witness and we unfortunately did not have 
the opportunity to hear you. You graciously came back day after 
day, and we thank you for your consideration along that line. 

firs. MatmBera. Thank you. 

I am Mrs. Margie Malmberg, director of the Washington office of 
the American Library Association, a professional organization of 
20,000 librarians, trustees, and friends of libraries. 

The American Library Association is most appreciative of the 
great public service rendered by the Post Office Department in pro- 
viding an inexpensive medium for the dissemination of goods and 
services to all the people of the land. While we believe the majority 
of our citizens recognize these services for their true worth, Congress 
might well, in a statement of purpose, clearly define the public service 
features to eliminate any misinformation or unwarranted accusations 
regarding postal deficits. The public services should be clearly 
defined with an appropriate recognition of deficits and subsidies. 

We have long appreciated the foresight of Congress in inaugurating 
quick and inexpensive methods of communicating ideas and informa- 
tion. We have profited from your policy. It has helped libraries 
with limited budgets to extend their services to rural areas. It has 
also helped through inter-library loans with other libraries; it has 
helped us to inexpensively supplement each others’ collections and 
multiply the usefulness of reading matter to individuals. As you 
know, 33,000,000 Americans are without access to a local public 
library, and those people fortunate enough to know of the services 
of their State library rely upon it to supply them with all library 
materials by mail. Generally, too, these same people forward their 
requests by Government card. This has been a boon to servicing 
rural people either from a local, regional, or State library. At the 
same time we have always proposed that all reading matter be 
approved for mailing at the second-class rate. 

We regret that in 1925 Congress gave the ICC the right to fix 
fourth-class rates. We urge that that authority be revoked. We 
_ feel such authority should,be vested solely in one body basing rate 
decisions on the examination of the total postal picture. 

While ALA represents all the libraries of the country I will speak 
primarily for the public libraries since others will be speaking for 
schools and colleges. Of our 7,400 public library systems, 2,222 of 
them have less than $1,000 for all expenses including heat, light, rent, 

ersonnel, books and periodicals; and 1,916 have from $1,000 to $4,000 
yudgets. Considering such budgets it is apparent why we are in- 
creasingly concerned with any increases in our expenditures. Any 
increase in rates would further restrict already inadequate service. 

Libraries are users of postal cards for overdue, reserve, and other 
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notification services, for ordering materials, and for quick easy refer- 
ence to patrons. We estimate the increase of 2 cents would cost public 
libraries at least $100,000. 

In 1948 American public libraries spent $3,000,000 for periodicals. 
After much checking with authorities we have estimated that the 
current expenditures for postage on these magazines would be no less 
than $150,000 for the estimated 750,000 periodicals. The doubled 
rates would amount to a $300,000 cut in our periodical budgets. 

As you know 90 percent of all libraries are Government agencies, 
either Federal, State, or local, and as such are tax-supported. Any 
increase in postal rates means either an increase in tax rate or curtail- 
ment of library materials. Recent reports indicate State and local 
library budgets are being cut at a time when the services of the 
libraries of the country should be expanded to provide people with 
access to information on which to base judgment on today’s critical 
issues. 

A final word on our own organization’s professional periodical, the 
ALA Bulletin with its current postage costs of roughly $1,200 a year. 
Should the postage rate on such nonprofit professional journals double 
the Bulletin would have to be restricted either in size or quality since 
previous budgetary cuts eliminated a reserve fund. 

We are grateful for this opportunity to explain the adverse effects 
of a postal rate increase on the limited library budgets of the country. 
We fully appreciate your problems, and want to express our gratitude 
for the courtesy, and consideration you have always shown us. 

The Cuarrman. Thank you, Mrs. Malmberg. 

Are there any questions? 

Mr. Mituer. I would just like to make this observation, Mr. 
Chairman. We have heard a great deal about the dissemination of 
information and the cultural value of the mail. I believe that the 
libraries of this country are one of the greatest sources of getting the 
type of information that we speak of before the people. I do not 
know what the proportion is of those who purchase those books per- 
sonally and those who are forced to use them from libraries, but it 
should be very great. 1 think that the one place this committee has to 
look very closely and with a great deal of scrutiny as to the effect of 
any legislation that we may pass is with respect to the operation of 
public libraries. 

The CuarrMAN. Any question by any other members of the com- 
mittee? If not, thank you very much, Mrs. Malmberg. 

Mrs. Matmsperc. Thank you, gentlemen. 

The CHarrman. Our next witness is Mr. Christian P. Norgord, 
representing the American Humane Association. 


STATEMENT OF CHRISTIAN P. NORGORD, WASHINGTON REPRE- 
SENTATIVE OF THE AMERICAN HUMANE ASSOCIATION, ON 
BEHALF OF THAT ASSOCIATION AND ITS 600 AFFILIATED 
HUMANE SOCIETIES OF THE NATION AND CANADA 


Mr. Norgorp. Mr. Chairman and gentlemen of the committee, 
I peawares some literature to you. Included in that literature 
is the regular magazine of the American Humane Association and 
also a pamphlet of this color which we have just gotten out in which 
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the 260 branches of the American Humane Association have promised 
to serve in the protection and picking up of animals. These are just 
to illustrate the kind of literature that we get out. 

I am Christian P. Norgord, Washington representative of the 
American Humane Association headquarters, Albany, N. Y. 


As an earlier background to what I have to say, may I state that 


I was for 9 years professor of agronomy and superintendent of farmers 

institutes of the Universities of Arkansas and Wisconsin, also for 28 
ears commissioner and assistant commissioner of agriculture in 
Visconsin and New York States. 

The American Humane Association heads up 600 affiliated humane 
societies in nearly all the large cities and in many local communities 
of the United States and Canada. Also a number of our societies 
outside that territory. 

It protects children, the aged, and animals from inhumane treat- 
ment. It deals also with many national and international problems 
in this and related fields of endeavor. Its great number of philan- 
thropic citizens and specialized workers cover a large and important 
field of humanitarian work. 

The association and its affiliated societies are all nonprofit agencies. 
With a few exceptions they are all supported entirely by gifts and 
bequests by private, public-spirited men and women. 

They publish educational magazines and pamphlets that carry 
practically no paid advertising for their support. 

The association and its affiliated societies, because of this meager 
support financially, will be seriously crippled by the greatly increased 
cost for the postage on their publications by the provisions of 8. 1046 
and H. R. 2982. 

This threatening situation is illustrated by the present and proposed 
cost of mailiig the association’s publication, the National Humane 
Review, issued monthly under the second-class rates for religious, 
educational, and philanthropic publications, subparagraph 3 (d) of 
section 34.40, Postal Laws and Regulations, edition of 1948 (39 
U.S. C. 283). Under the present law the cost of mailing the National 
Humane Keview for 1950 was $602.68. 

Under S. 1046 and H. R. 2982, with the increase of 50 percent, 25 
percent and 25 percent during each of the three succeeding years 
following its passage, the cost of mailing the National Humane Review 
will be $1,205.36, double its present cost. 

The association publishes other pamphlets such as the Handling of 
Animals under Atomic Emergencies, making a total mailing cost of 
more than $1,800 per year. While, by the pound there is no raise 
contemplated, by the piece there will be a raise of 1 cent to 2 cents. 

These increases will make it necessary for the Association to dis- 
continue some of its important publications. 

The association’s affiliated local societies, many of them issue and 
mail publications, approximately of the same size and volume as its 
own. An illustration is the Animal Rescue League of Boston, Mass., 
publishing Our Four Footed Friends, issued at 40,000 copies per year 
at bulk mailing, costing $108 in 1950. The estimated cost under S. 
1046 and H’ R. 2982 would be $216 after the third annual increase goes 
into effect. The secretary-manager of the San Francisco society finds 
sane the postage for their publication Our Animals will be increased 

y $500. 
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The Rumford Press, the printer of this magazine, Our Four Footed 
Friends, states: 

We now pay 1% cents per pound. With the three annual increases provided 
in 8. 1046 the cost will be 3 cents or double the present cost. 

Robert Sellar, president of the American Humane Association at 
Albany, in a letter dated March 18, to the writer, states, regarding the 
effect of the increases in the cost of mailing publications by our local 
societies, as follows: 

Dear Curis: I have just received a letter from Mr. Charles Friederiches, 
secretary-manager of the San Francisco SPCA. He calls attention to the fact 
that H. R. 2982 and 8S. 1046 seek to increase postage rates and to come up for 
hearings April 10-13. 

He emphasizes that the enactment of these bills would cost his society about 
$1,000 per year. I think you are in possession of data showing to what extent 
the additional postage rate would increase the expense of the American Humane 
Association, the Massachusetts SPCA, the Animal Rescue League of Boston, and 
many other societies. According to information contained in Mr. Friedrich’s 
letter, H. R. 2982 and S. 1046 are the bills before the House and Senate Committee 
on Post Office and Civil Service of which Tom Murray and O. D. Johnston are 
chairmen. 

I wish that you would do everything possible to oppose H. R. 2982 and S. 1046. 

Yours sincerely, 
Rospert F, Seixiar, President. 

Other societies having large mailing lists are those listed in Chicago, 
New York City, Los Angeles, Columbus, Ohio, New Orleans, and in 
fact practically all large cities. 

All of these and many others of our 600 societies in the Nation will 
be seriously crippled by the proposed rates and many will have to 
discontinue some of their publications. 

On behalf of Robert F. Sellar, president of the American Humane 
Association, headquarters in Albany, N. Y., and the 600 affiliated 
humane societies of the Nation, may I make the following request to 
your honorable committee: 

1. That the provision be retained of the special rate on publications 
issued by religious, educational, scientific, philanthropic, agricultural, 
labor, or fraternal organizations, not organized for profit and none of 
the net income of which inures to the benefit of any private stock- 
holder or individual, when specifically authorized by the Department 
(subpar. 3 (d), sec. 34.40 Postal Laws and 39 U. S. C. 283). 

2. That third-class—limit 8 ounces—circulars and merchandise re- 
tain bulk mailings at 14 cents per pound, as in the bills, except that 
the provision increasing the minimum rate from 1 cent to 2 cents per 
piece not be adopted. 

None of the association’s publications carry any advertising except 
the National Humane Review. In the latter instance, the total num- 
ber of advertisements each month is so negligible that the discontinu- 
ance of all of it would not be felt in view of the large deficits which 
the magazine incurs each month. 

Surely such nonprofit educational publications as those of this 
humane group are entitled to separate consideration from those pub- 
lications which are published solely for profit to be gained through 
large advertising revenue. 

he secretary of the San Francisco society finds that the increase 
in rates on postal cards will increase their mailing costs as much as 
on their publications, making a total increase to that society of $1,000 
per yeer. Postals are used for notices of many kinds to members on 
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meetings, for renewals of licenses for dogs, and inquiries on the status 
of dogs placed in homes. 

In order that your committee may more clearly understand |} 
the association and its work is affected by the increase in postu,ze, 
may I present a few samples of its work. 

The American Humane Association has been a great national 
children’s and animal protective agency since its beginning in 1873. 

Its first important accomplishment was influencing the passage of 
the 28-hour law protecting animals in transit from inhumane treat- 
ment. It is still supporting a bill in Congress to improve that law. 

Another project is the protection of farm animals on farms in 
public auctions from starvation and cruel treatment. 

All animals used in making movies must be protected from misuse 
by the association and the finished picture must be marked to show 
this. 

If stray dogs and cats were not picked up daily and disposed of by 
humane societies, they would now form millions of starving, disease- 
spreading, dangerous nuisances. 

Protecting delinquent, neglected children and preventing crimes 
committed against them by adults is one of the association’s most 
important work. The first Children’s Society was started in New 
York City in 1874. It has now passed its seventy-sixth year protect- 
ing thousands of defenseless children. Of the 600 local humane socie- 
ties, between 80 and 100 are protectors of children. These 600 local 
humane societies of the American Humane Association are carrying 
forward a large protective humanitarian work on meagerly donated 
funds. It must publish and mail a great volume, requiring large ex- 
penditure for postage. 

That is why we ask that the postal rates for religious and nonprofit 
organizations be not increased. 

The CuarrMAn. Thank you. Are there any questions? Mr. Rees? 

Mr. Rees. Just to observe the very splendid work and the fine 
service rendered this country by the American Humane Association 
and its affiliates and to observe also that the witness before us has 
spent a lot of time and energy on behalf of this organization. He has 
been quite persistent, especially with efforts toward legislation that 


deals with another subject matter that has been pending before Con-_ 


gress from time to time. 

Mr. Norcorp. Thank you. 

The CuarrMaNn. Are there any other questions? 

Thank you very much, Mr. Norgord. 

Mr. Noreorp. Thank you, gentlemen. 

The CHarrMan. Our next witness is Mr. Charles E. Foster, assist- 
ant legislative director, Disabled American Veterans. 


STATEMENT OF CHARLES E. FOSTER, ASSISTANT LEGISLATIVE 
DIRECTOR, DISABLED AMERICAN VETERANS 


Mr. Foster. Mr. Chairman and members of the committee, my 
name is Charles E. Foster and I am the assistant legislative director 
of the Disabled American Veterans. In the interests of conserving 
the time of the committee I would just like to submit my written 
statement and merely highlight it with a few oral remarks. 











ow were ww 


i ee 





POSTAL RATE REVISION 739 


‘ine CHarrMAN. That will be satisfactory, and your statement will 
be included in full in the record. You may make such observations 

“Qa feel wise. 

M¥. Fosrer. Thank you, Mr. Chairman. 

(The statement is as follows:) 


STATEMENT OF CHARLES E. Foster, Assistant LEGISLATIVE DireEcTOR, DISABLED 
AMERICAN VETERANS 


Mr. Chairman and members of the committee, my name is Charles FE. Foster 
and I am the assistant legislative director of the Disabled American Veterans. 
First, | would like to express to members of this committee our appreciation 
for the opportunity to appear before you with respect to the proposed revision 
in the third-class postal rates as contained in section 3 of H. R. 2982. 

The Disabled American Veterans is a congressionally chartered organization 
whose membership consists of America’s wartime disabled veterans. Pursuant 
to the terms of our Federal charter we are required to file a full and complete 
report of all receipts and expenditures with the Congress each year. I mention 
this so the record will show that the subject of our finances is an open book, avail- 
able to anyone interested in where our funds come from and for what purpose they 
are expended. 

My primary objective in appearing before the committee today is to entreat 
that vou do not take any action in revising the present postal rate structure that 
will endanger the source of revenue which enables the DAV to maintain its out- 
standing service to veterans, their dependents, and the survivors of deceased 
veterans, 

H. R. 2982, as presently drafted, will impose an additional cost of more than 
$300,000 on the DAV annually. This figure is arrived at by a simple arithmetical 
process. In order to finance our ambitious and extensive claims service in the 
48 States, the District of Columbia, and the Territory of Hawaii, we were fortunate 
to hit upon the idea of selling a useful and worth-while gadget to the American 
public, the gadget in this instance being known generally as an Ident-o-Tag. 
We mail upwards of 30 million tags each year to every registered automobile 
owner in the United States from our manufacturing plant in Chieago, Ill. If 
the third-class postal rates are increased as proposed in section 3, it will increase 
our mailing costs by $300,000 or more each year. 

Incidentally, I would like to mention that this plant is owned and operated 
by the Disabled American Veterans and receipts from the sale of these tags 
belongs exclusively to the DAV. In other words, no private promoter or mer- 
chandising agency has any financial interest in this operation. It is owned solely 
and exclusively by the national organization of the DAV and the proceeds from 
the sale of these tags is used to defray the salaries and expenses of approximately 
250 full-time national service officers. Furthermore, it is not competing with 
any other organization whether operated for profit or not. 

It is a recognized fact that the Post Office Department has been running at a 
deficit for many years and we fully appreciate the fact that Congress must take 
some action to correct this situation. There is, however, a method whereby 
Congress can increase the third-class postal rates and at the same time not en- 
danger the financial structure of the DAV and other national organizations 
performing worth-while, socially desirable, humanitarian public service. This 
method was approved and adopted by the Senate in the extensive hearings it held 
during the Eighty-first Congress on this subject when they amended the bill before 
them at that time to exempt from any increase in third-class rates all organizations 
having no Federal income tax liability under section 101 (8) of the Internal 
Revenue Code. Specifically, therefore, the DAV urges that this committee 
favorably consider a similar amendment to H. R. 2982. This amendment should 
appear following the comma at the end of line 5 on page 5, and should read: 
“Seals, tags, and other devices, used in mail sent out by charitable and philan- 
thropic organizations exempt under section 101 (8) of the Internal Revenue Code 
and in the case of.” 


OBJECTIONS OF POST OFFICE DEPARTMENT 


It is our understanding that the Post Office Department is opposed to the grant- 
ing of exemptions from increases in the third-class postal rates on the grounds 
that it is difficult, if not’'impossible, to effectively administer. We do not believe 
these objections are made in good faith. I do not want to take the time of this 
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committee to set forth in detail the various methods by which an exemption can 
be administered other than to say that there are at least two approaches. One 
method is by initial issuance of exemption certificates and the other by way of 
refund. All organizations who qualify for an exemption from income tax liability 
under section 101 receive from the Treasury Department annually a letter advising 
them of such exemption for the ensuing year. Certainly this letter, or a photostat 
thereof, should be sufficient, valid evidence that the organization is legally entitled 
to the exemption. 

The above amendment, if adopted by this committee, will permit the con- 
tinuance of a Nation-wide service to disabled veterans that is second to none. 
It will also permit other organizations who depend upon direct-mail solicitation 
for their funds to carry on the good work they are doing. 

If the postal rates are increased, as provided by H. R. 2982, and this amend- 
ment is not adopted it will directly decrease the funds we now spend to maintain 
our splendid claims service by the number of Ident-o-Tags mailed annually 
multiplied by the rate of such increase. 

In order that there may be no misunderstanding as to the use for which our 
funds are expended I have prepared and attached hereto a compilation of DAV 
expenditures for the fiscal year ending June 30, 1950, in the 19 States represented 
on this committee. The total expenditures in these 19 States is $559,255.31. 

I have asked the clerk to pass among you several copies of the January 6, 1951, 
issue of Collier’s magazine. On pages 42-43 there are several pictures, in color, 
showing our Ident-o-Tag operation as it is carried on in the Chicago plant, 
together with a brief explanatory summary of the operation. 

In closing, I again urge members of this committee, if they find it necessary 
to increase the third-class postal rates, to then write into H. R. 2982 the amend- 
ment proposed above exempting the charitable and philanthropic organizations 
who are tax free under section 101 (8) of the Internal Revenue Code, from such 
increase. 

SupPLEMENT 





Dollar volume 

DAV national | benefits secured 

| service officers’ | by national serv- 

| Salaries and ex- vice officers for 
penses, year end-| veterans and de- 

| ing June 30, 1950 | pendents, year 

ending June 30, 

1950 


States 





$1, 559, 576. 34 


811, 695. 34 
269, 380. 04 
205, 102. 46 
850, 621. 46 

68, 525. 69 
830, 404. 40 
; 218, 025. 92 
LG, 6c. do cicnincogig en dann beaduabeunusitinintbhieain Segus 75, 756. 677, 448. 18 
, lle A RR ARN RRS AP A Ee See ie SS RES OTT Sa ice. } 11, 715. 247, 741. 21 
, ERE eee, Sr ae PR SANT Aika endear } 14, 058. 12 75, 853. 94 
Wisconsin 13, 972. 98 156, 866. 97 


559, 255. 31 7, 336, 931. 05 











Mr. Foster. First I would like to say that, pursuant to the terms 
of our congressional charter, we are required to file an annual financial 
statement with the Congress which is printed as a public document 
every year. I merely mention this for the purpose of showing for the 
record that the subject of our finances is an open book available to 
anyone who is interested as to where our money comes from and 
where it goes. 
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We, by and large, finance our service operation to veterans through 
the sale of miniature automobile licenses which are mailed to every 
automobile owner in the United States. 1 think most of you are all 
familiar with that, and I see you are looking at the Collier’s article 
which Mr. Belen so kindly distributed. The article shows the 
operation which is carried on in our Chicago plant. 

We mail out annually about 30,000,000 of these tags which cost, if 
the .rates are increased as proposed in H. R. 2982, will double our 
mailing costs. 

The CHarrMan. How many do you mail out in a year? 

Mr. Foster. About 30,000,000, sir. It would mean a cost of 
upward of $300,000 annually. 

Mr. Rees. How many returns do you get out of the 30,000,000? 

Mr. Foster. They run about a third. In some years it is higher, 
and in some lower. That is a return with a purchase; that is, about a 
third of them that receive them purchase the tags. 

The CHarrMAN. What is the average contribution? 

Mr. Fosrrer. Well, it runs around 35 cents—the average. The 
sales price is a quarter, and it will run about 35 cents or 33 cents, 
along in there somewhere. 

Mr. Regs. That is $350,000 a year? 

Mr. Foster. No; it runs around $3,000,000 a year. 

Mr. Rees. Three and one-half million a year. That could not be, 
could it? 

Mr. Foster. Yes, sir. It finances our entire service operation. 

The Cuarrman. How much is your postage? 

Mr. Foster. $300,000 a year under the present rates, and if 
increased it would cost us an additional $300,000, for which we would 
get no increase in the return on our tag mailing. 

For purposes of references I have included a table in my statement 
showing our expenditures in the 19 States represented on this com- 
mittee. This money is used to defray the salaries and expenses of the 
national service officers who assist without cost all veterans who are 
survivors and their dependents and the dependents of the deceased 
veterans. You will see how much is spent in these States by the 
organization. In the third column, I have also shown how much the 
dollar volume of benefits is returned to disabled veterans as a result 
of the operation of our service in these representative 19 States. Our 
total expenditure as you will note is $559,255 in 1950—fiscal 1950— 
which returned in excess of 7% million dollars in those 19 States. We 
are very proud of our service. We think it is one of the finest services 
of this type in the country, and as you know is rendered to veterans 
without charge. 

One other thing I would like to highlight and that is that this 
Ident-O-Tag is owned wholly and exclusively by the national organ- 
ization. It is not operated or promoted for us by any other organiza- 
tion. I merely say that to rebut a statement made on the radio pro- 
gram recently where it was stated that over 50 percent of the proceeds 
went to some outside promoters. We bought this, lock, stock, and 
barrel, and it is owned wholly by us, and the proceeds are used entirely 
to defray the cost of our rehabilitation work. 

The CuarrMan. Your manufacturing plant is in Chicago? 

Mr. Fosrer. Our plant is in Chicago. We are planning to move it 
to Cincinnati where our national headquarters is located. The build- 
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ing site has been purchased and within the next year or two, when 
building materials become available, it will be moved to Cincinnati. 

The CuarrmMan. How many employees do you have in Chicago? 

Mr. Fosrer. It fluctuates; it is a seasonal operation. They try 
to arrange it so that it is not seasonable, and they are getting. it more 
and more that day. They will run as many as 500 people at full 
production, all of whom are either war widows or disabled veterans. 
The returns, incidentally, are mailed to the Cincinnati headquarters. 

Mr. Mixier. Is membership in the organization a requisite of em- 
ployment? 

Mr. Foster. You mean in this Ident-O-Tag plant? 

Mr. Miuuer. Yes. 

Mr. Foster. No, sir. 

Mr. Miuuier. In other words, these are not all service-connected 
members? 

Mr. Foster. I think they are all members, but it is not a pre- 
requisite. Among our service officers, membership is of course a 
prerequisite. 

The Cuarrman. What is your membership? 

Mr. Fosrer. This year we hope to top 160,000. 

The CuarrMan. Do you have a national publication or magazine? 

Mr. Foster. We have a semimonthly newspaper, which is mailed 
twice a month under second-class rates, and these Ident-O-Tags are 
mailed under third-class rates. What we would like to see the Con- 
gress do is to exempt or extend the privilege to the four major national 
chartered veterans’ organizations from the increases in the third- and 
second-class postal rates. We feel that the service we render is without 
parallel by any other organization within the United States and that 
it is a worth-while service and a service that the veterans could not 
get if it were not for the organization’s financing it. 

One other thing I would like to mention is that this operation is 
not in competition with any other business, whether privately owned 
or by stockholders. It is unique in that respect. We are not com- 
peting with anyone, and we are not taking any money out of anyone 
else’s pocket by operating it. 

Gentlemen, that is just about all I have. 

The Cuarman. Are there any questions of Mr. Foster by members 
of the committee? Mr. Armstrong? 

Mr. Armstronc. I have frequently sent back my dollar for this 
service. Ll wonder what percent of returns you get on your mailing? 

Mr. Fosrer. About one-third on the Ident-O-Tag. I might men- 
tion this, that the tag has a value in addition to helping you remember 
your tag number, which I have a hard time doing. If you do lose 
your keys they will be mailed, if someone is kind enough to drop them 
in the box. We return about 5,000 sets of keys a month. Of course, 
that generates a lot of first-class postage and also the people that 
mail the contribution in, that generates a tremendous amount of 
first-class postage. So it does assist the Post Office in that way. I 
understand that first-class is paying its way. 

Mr. Armstronc. You mail those back without further charge to 
the person? 

Mr. Fosrer. Yes, sir. 

Mr. Ress. I think someone testified that you make a little out of 
that. I think someone testified 3 or 4 years ago that some of these 
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people to whom you send the keys do send in a contribution so that 
you really do not lose by that? 

Mr. Foster. Quite frequently they appreciate it, and they send in 
a check for $5 or $10 depending on the value of the keys lost. 

The CuarrmMan. Are there any other questions? Mr. Rhodes? 

Mr. Rxuopgs. Do you also put out dog tags? 

Mr. Foster. I understand they are, sir, on a limited seale in 
certain areas. 

Mr. Ruopers. The same organization? 

Mr. Foster. Yes; it is a new program they have been experiment- 
ing with in the past 6 months. 

Mr. Hacen. Do I understand you to say that your postage is 
$300,000 a year? 

Mr. Fosrer. It will run a little better than that. We are becoming 
more efficient every year and are able to mail more tags. It runs up- 
ward of 30,000,000. 

Mr. HaGen. Suppose your rate was doubled, you would have no 
way of getting any increased revenue because your program would be 
identical? 

Mr. Foster. That is correct. The contributions or sale price 
would not increase. 

Mr. Hagen. The additional postage would just take that much 
money from each of the various States? 

Mr. Foster. That isright. I might say that even with our present 
budget we have trouble keeping the qualified service officers with the 
money we have. 

Mr. Hacen. You well could use additional funds; is that right? 

Mr. Foster. Yes, sir; we could. We would like to pay them a lot 
more, but we are limited by what we get from Ident-O-Tags plus what 
we get in dues. 

Mr. Hacen. Finding these tags and sending them to you, and you 
in turn sending them to the owners is in fact a genuine public service? 

Mr. Foster. We feel it is. 

The Cuarrman. Thank you, Mr. Foster. 

Mr. Foster. Thank you very much, gentlemen. 

The CHarrMan. Our next witness is Mr. Herbert Pillen, president, 
Controlled-Circulation Newspapers of America, Inc. 


STATEMENT OF HERBERT G. PILLEN, PRESIDENT, CONTROLLED- 
CIRCULATION NEWSPAPERS OF AMERICA, INC., WASHINGTON, 
D.C. 


Mr. Pitten. Mr. Chairman and gentlemen of the committee, our 
association publishes 157 weekly and semiweekly newspapers around 
the country with in excess of 5,000,000 circulation. I have here a 
copy of our Rate and Data Guide which shows the location of our 
papers and their circulations. 

The CHarrman. Are they second-class publications? 

Mr. Pititen. No; they are not. 1 was going to go into that later. 
They pay third-class rates on their mailing. The basis of that is that 
they are free or mainly free. 

The Cuarrman. They do not have any bona fide subscription lists? 

Mr. Pitien. That is right. To show you the type of publication 
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here is the newton Graphic, of Newton, Mass. You can see that that 
has the attributes of any other newspaper. 

The CuarrmMan. Do you give them away? 

Mr. PitueNn. In some instances they are free and in some instances 
there is a charge. This, for instance, is the Westside Times, of Chi- 
cago. This is the Southside Press; Olean News; Stanford Shopper; 
Sun News, of Tucson, Ariz.; Oxnard News, of California; the South- 
west News Herald; the Citizen; and soon. These have grown up from 
the fact that in big cities like Chicago the small community loses its 
identity. The information that is of benefit, for instance, to the 
Southside residents is not contained in detail in the Chicago Tribune, 
and the advertiser likewise is faced with the same situation. If he 
has a store that does business in an area of 2 miles he just cannot 
afford to buy an ad in the Chicago Tribune and hope that it will do 
him any benefit in relation to the price he has to pay. So these pub- 
lications have grown up in the individual areas, community news- 
papers, that carry the individual community news, and at the same 
time carry the advertising in the area to which the circulation is de- 
livered and wherein the customers reside. 

Mr. Ress. Is it not a sort of shoppers’ guide? 

Mr. Piuuen. In many instances it is a shoppers’ guide, but these 
community newspapers have news equal to the regular newspapers. 
I can show you if you want to check the percentage of advertising in 
here with the percentage of advertising in the newspapers in Washing- 
ton, you will find they compare favorably. 

The CuarrmMan. To what extent are the mails used? 

Mr. Pitten. I want to get to that, too. In the shopper-guide 
situation where you have a big city operation the mails are not used, 
they are delivered by carrier boys. It is just too expensive to use 
the mails; certainly it is too expensive under third-class rates. So in 
the big city you use carrier boys. But it is when you get into the 
outlying areas where you attempt to give the same service to the 
rural people that you come into a situation where the rate may 
become prohibitive. As you know, the bill before you does not 
change third-class rates except in that one factor, that minimum 
rate of from 1 to 2 cents, and it is for that particular group that I 
want to talk to you about because for the others the bill does not 
mean anything to them; the bill does not make any changes. 

I want to point out how we feel we are being discriminated against 
in general legislation affecting mail rates. I recognize that you are 
trying to solve a very difficult problem. I know you want to be 
fair and equitable about it. I want to just tell you the facts, and if 
there are any questions I will let you know what the answers are so 
far as I am able to answer them. 

I think you will agree that it will not take a postman any more 
energy and effort to deliver this paper than one of comparable size 
that happens to have second-class rates if you are looking at the serv- 
ice rendered by the postman. In the proposal as it is now pending a 
weekly pays 1 cent for local delivery and would then pay after 2 years 
2 cents for local delivery or a minimum of one-eighth of a cent under 
the bill. We, however, would be required to pay 2 cents for the same 
size paper or 16 times as much for not the identical service, but for an 
inferior service because second-class publications do receive prefer- 
ential handling. 

(The prepared statement of Mr. Pillen is as follows:) 
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SraTEMENT OF HeERBERT G. PILLEN, PRESIDENT, CONTROLLED CIRCULATION 
NEWSPAPERS OF AMERICA, INC., WasHInGTON, D. C. 


The members of our association publish 157 weekly and semi-weekly newspapers 
with a circulation in excess of 5,000,000. I am submitting to the reporter a copy 
of our rate and data guide which will show the papers and circulations 
represented. 

So that you may know the type of publications involved, I have here copies 
of some of the papers in our group. You will note that these papers have every 
attribute of any other newspaper as to size and content, and their only difference 
is that they are distributed free or mainly free and are not, therefore, entitled 
to the second-class mailing privilege as it exists today. 

I am sure that members of this committee have in mind, not only the necessity 
of raising additional postal revenue, but the need for an equitable and just solu- 
tion of the postal-rate problem. With that assurance, I want to express the 
feeling of our members that we are discriminated against. 

For example: A weekly entitled to entry under second-class rates under the 
pending bill, will, after 2 years, pay a rate of 2 cents a pound for local delivery 
and 3 cents a pound in the first and second zones, with a minimum of one-eighth 
cent per copy. Our publications now pay 14 cents a pound and it is proposed 
to make the minimum 2 cents a copy immediately. In other words the small 
paper in our group will pay 16 times as much for a minimum-size paper as those 
entitled to second-class entry. Not for the same service, but for a far inferior 
service. The larger size papers will pay seven times as much for inferior local 
service, and over four times as much for first and second zone service. I am sure 
you have in mind that publications entered in the second class get priority in 
handling while those entered in the third class are taken care of as time permits, 

It just isn’t fair and equitable to charge one customer so much more for inferior 
service than other customers pay for a superior service. It certainly isn’t any 
great burden on the post office to handle one over the other. They are identical 
in size and addressing. 

Of course when you consider the free in-county situation, our papers would be 
required to pay a minimum of 2 cents a copy for small size papers, while those 
entitled to second class rates would have their delivery entirely free. 

Even when you consider the rates established for so-called controlled circula- 
tion publications, we are discriminated against. The present law provides a 10 
cent rate with a 1 cent minimum to this class of publication. But the joker in 
the law so far as we are concerned is its limitation to publications with 24 pages 
or more. We meet every other requirement. I'll have more to say about this 
section later. 

Our larger size publications are already paying an increased rate. The pound 
rate was increased to 14 cents effective January 1, 1949. The present proposal 
would only effect publishers of small papers—those consisting of 8 standard or 
16 tabloid pages or under. The degree of increase is shown in the following 
tabulation: 
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One of our publishers points out: ‘‘Our rural issues are invariably 4 or 6 pages, 
sometimes 8, never 10 or more. If the new postal rates went into effect I am 
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almost positive we would be forced to abandon our rural edition because, for 
example, we never could expand our rates to include the additional postage 
expense of $3,700 annually, as indicated below: 


Present postage: 10,500 copies 








mn Proposed ae 

— 2-cent Bw oi Annually 

| minimum + 

| 
4 pages , -} $107 | $210 | $103 | $5, 500 
6 pages 5 es 140 210 70 3, 700 
8 pages £ J wend aides } 175 210 35 1, 800 


A letter which reached me from W. C. Walcutt, publisher of the South Side 
Booster of Columbus, Ohio, states: 

‘Papers which are paid circulation are entered under second-class mail and have 
a rate of 1 cent a pound. 

“An 8-page 8-column paper, such as ours, with 15,000 circulation per issue 
averaging 12 papers to the pound, would cost us, to circulate, $15 per edition if 
we were granted the same privileges. 

‘The cost of mailing as many papers under third class mail is prohibitive and 
would cost us, under present conditions, $175 for our mail coverage if we used it. 

“Our present distribution costs, by contract carriers, $97.50 a week. 

“Since our newspapers contain approximately as much news as a paid circula- 
tion paper, we believe that we should be admitted to the mails under the 1 cent a 
pound rate, the same as paid circulation newspapers.” 

The Publisher of the Angola (Indiana) Reflector has this to say: 

“The Reflector now pays more postage for its mailing each week than any other 
two or three paid subscription newspapers combined in this county, who now get a 
rate of 1 cent per pound, plus free delivery on a part of their circulation, as com- 
pared with 1 cant a copy where they weigh 1!4 ounces each or less, or 14 cents a 
pound if they weigh more than that, which the Reflector pays. We are not opposed 
to the postal department getting on a break-even basis at least, but we are opposed 
to rates that will put us out of business or paying more for the service we get than 
other publicatiuns who get the same or more preferred service for less.’ 

Now our competitors in the second class field argue that this postal rate subsidy 
must be limited to publications where paid subscriptions are involved. But let 
me say to you that where a publication lives on the income from advertising alone, 
that is without the benefit of subscription income, it must either charge a higher 
advertising rate, or operate more efficiently. That hard-shelled business men are 
willing to support complete-coverage community newspapers, is a demonstration 
that they produce the res Its which justify the advertising rates charged. 

In the light of present high wages and newsprint costs these merchants are not 
going to pay for advertising that does not reach potential customers, and which 
does not deliver customers into their stores. The fact that the publication is 
delivered free does not decrease reader interest. I certainly read with as much 
pleasure the books which come to me as gifts as those I pay for. I haven’t been 
to a movie since I bought my television set. Now that the set is paid for, what- 
ever I want to see is free. 

Actually, it is the contents of the paper and not whether the reader paid for it 
which determines its value. I need only recall the contributions of Tom Paine 
and the other pamphleteers whose writings were distributed in our early days, to 
remind the members of this committee that historically there is no basis for 
belittling free distribution publications. 

While for many vears the courts encouraged the belief that when a subsidy is 
given, such as is true of the second-class mailing privilege, the Congress had 
unlimited power to establish standards which must be met in order to earn the 
subsidy, that theory seems to have been shaken if not destroyed by the decision 
in the so-called Esquire case. I take the libertv of quoting from an article which 
appeared in 34 California Law Review, entitled “Freedom of the Press; Power to 
Revoke the Second-Class Mail Privilege.’’ The article begins on page 431, and I 
quote from page 434: 

“The second question is more troublesome. Can Congress declare and enforce 
tests of worth of the nature the Postmaster General claimed it had declared in the 
principal case (the Esquire case), as a requisite to the enjoyment of the second-class 
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privilege? There is no constitutional right to cheap mail, it can be argued. May 
not Congress demand a ‘special contribution’ as a condition of a periodical’s 
enjoyment of this subsidy? 

“The court of appeals in its decision considered and clearly answered this point. 
Admitting that the subsidy might be withdrawn because Congress feels that the 
alleged benefits of wide circulation of periodicals are not worth the cost of the 
subsidy, the subsidy must be withdrawn from all. Congress may withdraw a 
subsidy it was under no obligation to grant, but it may not use it as a weapon to 
force compliance with its notions of what is worthwhile. To allow a ‘merit test’ 
would be to deny what is meant by freedom of the press and freedom of speech 
said the court.” 

I should like to suggest several amendments, which I feel would in a measure 
overcome existing discrimination. 

First, it seems to me only fair that the controlled-circulation-publications section 
of existing law, that is section 291 (b) of title 39, should be amended to include our 
type of publication. In order to be effective, the present limitation to 24 pages 
would have to recognize that it is the size of the pages rather than the number of 
pages which determines content. It is obvious that a newspaper of 24 standard 
pages is the exception rather than the rule. Certainly there is no justice in the 
present rule that a booklet with 24 pages the size of a postage stamp should be 
entitled to a special rate, which is denied to a newspaper which provides a larger 
and more legible reading surface. I urge therefore that the opening sentence 
of this section provide that “publications containing 24 pages or more, or if in 
newspaper format a minimum of 4 standard or 4 tabloid pages, issued at regular 
intervals” and then continue as now in the statute. 

I hold in my hand a magazine which qualifies under the controlled-circulation 
section by virtue of containing more than 24 pages. Attached to it is a 4-page 
standard newspaper which, when folded down to a page size near that of the 
magazine, has more than the equivalent of 32 pages of this qualifying publication, 
yet the newspaper is not eligible under this particular section of existing law. 

A. R. Robinson, publisher of the Weekly Advertiser, Decatur, Ill., makes this 
statement in a letter to me: 

**Let me tell vou of a happening that just occurred with my paper, of which I 
enclose two copies of a recent issue. Mine is a weekly paper with a large per- 
centage of paid subscribers. As yet, I have not gone out after the rural people 
to get them paid as our paper is now in its thirteenth year and we have always sent 
our rural papers through the post office. Most of this rural circulation is not the 
farmers but the suburban area around Decatur. 

“Our anniversary issue is the largest paper we have had vet and I had always 
been under the impression that our rate was to be 10 cents a pound over 24 pages. 
Never having gone into this too thoroughly I was greatly shocked to learn that 
since my paper weighed over 8 ounces it immediately became parcel post and 
thev were weighed at the rate and I was charged 10 cents for each, or a total of 
$371.50 for the mailing of this one issue. : 

“In order to get a lower rate IT understand the newspaper has to guarantee at 
least a 24-page paper so many times a year and with business conditions as they 
are who can look in the future and tell what thev will be.”’ 

Mrs. Robinson is of course referring to the 10-cent rate which applies to con- 
trolled-circulation publications issued four or more times a year. Apparently in 
practice the Department holds that every issue, or at least four of them, must 
contain at least 24 pages to secure this rate, though there could be justification for 
holding that a regularly issued publication is entitled to this rate at any time it 
has a 24-page issue. 

It is pertinent to add that at 14 cents a pound, as applied to second-class publi- 
‘ations, this same mailing could have been done for three-fourths of a cent each 
instead of 10 cents each, or $28.10 as against $371.50. It appears that out of a 
circulation of 31,251, Mrs. Robinson caused 3,715 copies to be mailed into rural 
areas, 

So much for the controlled-cireulation section. 

I suggest a new paragraph in section 3 of the bill, that is, the third-class section, 
to read: 

“Sec. 3 (b). Daily and weekly newspapers which are circulated free in whole 
or in part, shall under regulations prescribed by the Postmaster General, be 
accepted under the bulk mailing provisions contained in (a) hereof for mailing in 
the same manner as comparable publications of the second class and in accordance 
with the postal laws and regulations governing the acceptance of second-class 
matter: Provided, That the postage charged thereon shall be 5 cents for each 
pound or fraction thereof, with a minimum charge per copy of one cent.”’ 
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This proposed pound rate is about twice that proposed for second-class publi- 
cations in the first and second zones, which is of course the main point of usage, 
and provides in addition a l-cent-per-copy minimum. It would not distinguish 
between zones. I do not believe sufficient copies of community newspapers are 
mailed into other zones so as to make it important to the Post Office Department 
to require a distinction, though I see no objection to such a distinction. Its 
elimination would simplify the handling of the few copies which may go out of the 
second zone area. 

As an adjunct to either proposal, I think it would be helpful to the Post Office 
Department, and to the publishers, if a method of simplified mailing were made a 
part of the law. Such a simplified mailing provision might contain the following: 
‘Provided, That the Postmaster General may require that such newspapers be 
addressed in simplified form to (1) rural or star-route box holders served from 
post offices having rural or star-route delivery; (2) post office box holders at post 
offices not having city letter-carrier service, or (3) patrons of any post office 
having city or village letter-carrier service for delivery by city or village letter 
carriers, with the name, box and route numbers or local street address omitted 
from the matter, provided each piece shows definitely the type of service desired 
and the area to be covered: Provided further, That posiage at the proper rate is 
fully prepaid on the matter, either in money under permit in accordance with 
section 562 or section 579, Postal Laws and Regulations, or by means of pre- 
canceled stamps under the conditions governing their use, and all the pieces for 
the same post office are put up by the mailer, so far as may be practicable, in 
packages of fifty, each package to be labeled according to the distribution desired.” 

The publisher would not be required under that situation to address each piece 
separately when entire coverage is desired, and the Post Office Department would 
be relieved of the time and effort involved in “throwing” or separating the papers 
according to the carriers’ routes. 

One additional thought. I hope this committee will not discount the value of 
advertising in the American economic picture. Our competitors abroad have raw 
materials and mass production techniques, but what they lack is the selling com- 
bination of the highly skilled American salesman who gets products into the hands 
of retailers, and really effective make-you-want-to-buy advertising, which gets 
the products into the hands of individual consumers. It is this combination 
which has made mass production effective in our American economy and which is 
lacking in foreign efforts. Advertising newspapers and advertising in newspapers 
are spark-plugs in this selling machine. 

I deeply appreciate this opportunity to present the views of our association at 
this time. 

Mr. Rees. In other words, you say it will cost you 16 times as 
much to deliver the same size and the same weight of paper as it 
would a paper in second-class mail; is that correct? 

Mr. Pitten. That is correct; under the one-eighth-of-a-cent 
provision, 

I have here, for your information, a diagram which shows the 
number of pages in relation to weights, on page 2. For instance, there 
are 32 four-page tabloids of a half-ounce. The existing third-class rate 
is 1 cent, and it would go up to 2 cents, which would double that rate; 
or we would pay 64 cents for delivering 32 pieces. Under the proposed 
rate for the second class, they would pay one-eighth of a cent apiece, 
or 4 cents for the 32 pieces, and so on down. 

You will also see from the chart that only publications of 16 tabloid 
pages or 8 standard pages or less would have any increase, because 
your rate would only affect weights lower than that, the smaller 
publications. 

Mr. Rees. Is that one-eighth of a cent to deliver the second class 
mail about an average cost of delivering it? 

Mr. Pitien. J have no idea what it costs to deliver second class 
mail. 

Mr. Rees. J mean what they charge. 
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Mr. Pitten. Your bill now has a minimum in it. That is a new 
provision. I am therefore speaking of the new provision in the bill. 

Mr. Rees. Let me put it this way: If the mail carrier comes along 
with your paper there, the ordinary-size weekly paper or daily paper, 
under this bill it would cost how much to deliver your paper by mail? 

Mr. Pitten. Under the proposal, 2 cents apiece minimum. 

Mr. Rees. Do you say that the same kind of paper will be delivered, 
even with these increased rates, at one-eighth of a cent? 

Mr. Pitien. One-eighth of a cent for the second-class publications. 
That is the minimum rate in the proposal. 

Of course, so far as the larger publications are concerned, where we 
pay a minimum of 2 cents, we pay 14 cents as against 2 cents a pound, 
or seven times as much for the larger-size publications. 

Of course, we have no such thing also as free-in-county mailing. 
We pay for all mailing. There is no such thing as free-in-county 
mailing privileges. 

On the matter of controlled-circulation publications in the magazine 
format, I think you probably recall that the Congress wrote into the 
law a few years ago a provision whereby a controlled-circulation maga- 
zine may be mailed at 10 cents a pound, with a l-cent minimum. It is 
not proposed to change that provision. 

I call your attention to the fact that, when you take two pages of a 
standard newspaper and you fold it down, you have the area of print- 
ing of 32 pages of the size of the smaller publication. Yet the smaller 
publication, when it has 24 pages, may be sent for 10 cents a pound, or 
a l-cent minimum. But a newspaper in the third class, because it 
happens to be a newspaper, even though it carries many times the 
area of reading matter, will pay, under this provision, 14 cents a 
pound, or a 2-cent minimum. 

To me, that is another form of discrimination. 

If you want to cut a thing down to the size of a postage stamp, of 
course, you can get 24 pages into it. But when you make it the size 
of a normal newspaper operation, you cannot get it into that size 
publication. 

To show you how the publication will work, I have a letter from 
one of our publishers, in Williamsport, Pa., who publishes a paper in 
Williamsport itself but sends 10,500 copies into the rural area there- 
abouts. Ii is a replate of the downtown publication. He sends these 
by postage. He says the present cost of a four-page publication is 
$107 a week. By making it 2 cents apiece it will be $210, or an in- 
crease of $103 a week, or $5,500 a year, for 10,500 copies. 

Mr. Rees. Is that per day? 

Mr. Pituen. Each issue; yes. That makes $103 a week and $5,500 
a year. 

Mr. Rees. Let us get that straight. He sends how many papers 
for $100? 

Mr. PiLieNn. 10,500 for $107—the present cost. The proposed cost 
would be $210. 

Mr. Rees. He gets these 10,500 papers delivered for $100; is that 
right? 

Mr. Pituen. That is right. 

In a minute I will show you how carrier boys are cheaper, too, for 
your own information and guidance. 

Mr. Rees. Not in the rural districts, though. 








750 POSTAL RATE REVISION 


Mr. Pitten. No. You cannot operate on that in a rural district. 

A six-page tabloid, the present cost is $140. The proposed minimum 
would again be still $210. That would again be an extra expense of 
$70 a week, or $3,700 a year. 

On an eight-page publication, the present cost is $175. The pro- 
posed 2-cent minimum would bring it to $210, or an extra expense of 
$35, or $1,800 a year. 

Of course, in all these operations, you have a break-even point. I 
think the post office must have that too because in some of the smaller 
post offices | am quite sure that, if you took out $15,000 or $20,000 
worth of business, they would really kill it. If the cost of postage 
was up to a point where people had to use other means or stop publish- 
ing, some of the small post offices are going to feel it because there is 
that break-even point. There are certain normal costs that are always 
constant, and if you can build up your circulation or build up your 
business, your break-even point is reached, and then anything beyond 
that break-even point, of course, is profitable. 

The CHarrmMan. How old is this organization of yours, Mr. Pillen? 

Mr. Piuien. Part of it is older than I can remember, because I first 
became connected with it in 1939; that is, for one group. There were 
two groups amalgamated at the time of World War I. I have been 
president of it for the last 5 or 6 years. I know that the Controlled- 
Circulation Newspapers of America, Inc., is probably about 10 years 
old, but it is an amalgamation of it and another organization that is 
about 30 vears old. 

The Cuarrman. How many members are there in your organiza- 
tion? 

Mr. Prtuen. One hundred fifty-seven. 

The Cuatrman. Do you devote all your time to the organization? 

Mr. Prtten. No. [am general manager of a printing plant. I em 
unfortunate to live in Washington, so I get these jobs imposed on me. 

The CHarrMAN. Are you in the printing business here in Wash- 
ington? 

Mr. Prtuen. Yes, sir. 

The Cuarrman. What is the name of your concern? 

Mr. Pituen. Mercury Press. We print only newspapers. We 
print about 35 of them. 

The CuarrmMan. Then are there about 35 of these publications? 

Mr. Pituen. No. Many of them are labor newspapers, religious 
newspapers, college newspapers; various types of newspapers. ‘That 
is a printing operation. That is entirely distinct from this operation. 

Mr. Hagen. Mr. Chairman. 

The CuarrmMan. Mr. Hagen. 

Mr. Hagen. Those are not all necessarily controlled-circulation 
publications, are they, these 35 that you mentioned? 

Mr. Pitten. No. Many of them, for instance, are labor publica- 
tions. We print, I think, about 8 publications for labor unions that 
are second-class publications. For instance, the Legion papers that 
we print are second-class publications. 

We have a complete operation, from the receipt of copy, engrav- 
ings, printing, mailing. If any of you are interested in how a news- 
paper operates, I will be glad to have you see our plant in operation, 
from the time of receipt of copy up to delivery. 

Mr. Hacen. You do have some controlled-circulation newspapers 
that are distributed here in Washington, do you not? 
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Mr. Pituen. Yes, sir; we do. I do not know how many. There 
are three members of our association, I believe, in thisarea. We print 
two of them. 

Mr. Walcutt, of the South Side Booster, in Columbus, Ohio, points 
out this difference between second-class rates and the rates appli- 
cable to us. He calls attention first to the fact that second-class pub- 
lications pay 1 cent a pound for local delivery. Then he says: 

An eight-page, eight-column paper, such as ours, with 15,000 circulation per 
issue, averaging 12 papers to the pound, would cost us to circulate $15 per edition 
if we were granted the same privilege. 

The cost mailing as many papers under third-class mail is prohibitive and 
would cost us, under present conditions, $175 for our mail coverage if we used it. 

That is for the same publication. 

The CuarrMan. You are not asking for second-class privileges, are 
vou, for these papers you represent? 

Mr. Pituen. No, sir; I am not. 

The Cuairman. Yo are just protesting any increase; is that it? 

Mr. Piuuen. I am protesting the hundred-percent increase on the 
small papers, and I want to make some recommendations that I hope 
you will consider in trying to reach an equitable solution to the whole 
problem. 

Mr. Corserr. Let me ask you one thing there. 

The CuarrmMan. Mr. Corbett. 

Mr. Corserr. How do these papers of controlled circulation 
possibly pay the big postage that they are required to pay when the 
other papers that are using second class tell us that they cannot 
stand an increase? 

Mr. Pituen. | think, Mr. Corbett, some of it is due to the fact that 
they are delivered by carrier; which is, of course, cheaper and a little 
more efficient because, you know, if you have your own carrier system 
they will be delivered on the afternoon you want them. 

Mr. Corserr. I mean if they do go in the mail, or some portion of 
them, they are certainly paying a tremendously higher rate than they 
would under second class. 

Mr. Pitten. Oh, yes. There is no doubt about it. 

Mr. Rees. Do you think we ought to raise the second class and 
put them nearer in line with the third-class rates? 

Mr. Pituen. I think we ought to come down a little bit, and | 
think they ought to be able to take a little increase. I think we are 
faced with a serious situation in the newspaper industry generally in 
that there has been a great number of consolidations, which reach to 
monopoly in the newspaper field. That primarily has been in the 
larger cities, and the postal-rate bill is not going to affect it very 
much. It is other factors that have caused that. 

I think, Mr. Corbett, that our operations also have to be more 
efficient and our advertising rates have to be a little higher. 

Mr. Corsetr. What about the possibility that if these third-class 
rates go up a great deal it might force most of these papers that are 
now using a third-class permit to set up a carrier system or to employ 
professional distributing companies? 

Mr. Pitven. I do not think there is any doubt about it. 

The Cuarrman. Did I understand you to say that the delivery of 
these papers by carrier was more efficient and cheaper than through 
the mails? 
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Mr. PitiEN. In the cities it is; yes, sir. 

lhe Cuarrman. Why do you use the mails, then? 

Mr. Pitien. We only use it for rural services or in areas where we 
cannot buy the other type of service. 

The Cnarrman. These papers that you represent have very little 
rural distribution, do they not? é 

Mr. Pitten. No. Some of them have material rural distribution. 
But it is a question of equity, Mr. Chairman. Whether we send a 
hundred or a thousand out there, why should we pay that much more? 

The Cuarrman. What rural papers do you have now before you 
that have a large rural circulation? 

Mr. Pruten. The best way would be to look through the Rate and 
Data Guide. All of them have part rural circulation, and that circula- 
tion has to be handled by the postal service. 

And, of course, a man is going over the route anyway. Probably it 
doesn’t cost the Post Office much more to have him stop and deliver 
them. 

I want to make a recommendation on that that I think might be 
helpful. 

Mr. Hacen. As a matter of fact, is it not true in some instances 
that the rural distribution is larger than the city distribution? I 
know in my home town we have one of these shopping papers, which 
goes to the town of Crookston and other nearby towns, as it does in 
many other towns of Minnesota. The so-called shopper’s guides or 
give-away or throw-away papers, as some of them are called, in many 
cases have pretty large rural distribution. 

Mr. Pitien. That is correct. 

The Cuarrman. Mr. Gross. 

Mr. Gross. Mr. Chairman, that is true in Iowa at some points. 
It is not the general rule there as yet, but they do have at some points 
in Iowa a very considerable rural distribution of so-called shopper’s 
guides. 

The CuarrMan. The shopper’s guides are not really newspapers; 
they have practically no news. 

Mr. PILuen. A city shopping news is not a newspaper. I can show 
you the difference between them. I brought some of them along. 

Mr. Gross. Mr. Chairman, I think he has there what amounts to 
a shopper’s guide as well as amendment of a country newspaper. 
It is amended both ways. 

Mr. Prien. It serves in both directions. 

Mr. Haaen. In other words, there are two types of newspapers. 
There are the shopper’s guides, which have nothing but advertising, 
which are distributed house-to-house in the city and in the country, 
and then there is the so-called controlled-circulation newspaper, that 
you represent here today, which has news, cartoons, even editorials 
sometimes, and advertising. 

Mr. Pitien. That is correct. 

Mr. Hacen. It is similar to a regular newspaper except that it is 
distributed free. 

Mr. Pitten. Yes. It is the community within the city. 

Mr. Rees. As I understand, then, this paper that you are talking 
about here on the table has a considerable amount of news, probably 
local news, along with the advertising, and it is the same size as the 
second-class newspaper. 
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Mr. Pruten. That is right. 

Mr. Rees. As I understand, you are presently paying many times 
more than second-class mail for delivering that paper. 

Mr. Piruten. It depends on the size. 

Mr. Rees. The same size of paper. 

Mr. Priuen. Even then, with the minimum-weight paper it would 
cost us 16 times as much. 

Mr. Rees. Are you paying 16 times as much now? 

Mr. Prtten. We will under the new bill. 

Mr. Rees. Presently it is one-eighth, then, isn’t it? 

Mr. Priien. Presensly there is not any 18-cent minimum, for 
instance, so far as the other is concerned. But I was using that 18 
cents. 

Mr. Rees. I was just trying to sum up your testimony to see if I am 
right about it, that delivering the same size newspaper under second- 
class mail is about one-sixteenth of what you pay for delivering the 
paper in the third-class mail. 

Mr. Pitten. That is right. It is about one-sixteenth for the small 
one and one-seventh on the average. 

Mr. Rees. That is one-seventh on the average paper, is it? 

Mr. Prtiten. That is correct. 

Mr. Ress. So that the second-class newspaper goes through the 
mails for about one-seventh of what you pay for handling the same size 
paper, by the same mail carrier, to the same customer; is that about 
right? 

Mr. Priiuen. That is correct. 

Mr. Corsert. And at the same point of entry? 

Mr. Pitten. The same point of entry. 

Mr. Rees. So it would seem that the second-class mail is getting an 
extremely low rate, comparatively speaking, until they get this 
straightened out. 

Mr. Pituten. There is no question about their getting a lower 
rate and better service for that rate. 

Mr. Rees. It is rather interesting. What you are saying then is 
that the proposed rate would increase the rate against you; is that 
correct? 

Mr. Pituen. It would increase the rate on the small-size publica- 
tions under 16 tabloid or 8 standard pages. 

I might say, for your information, that this chart was built on the 
basis of 34-inch newsprint. If you reduce the size of your newsprint 
to 33 inches, for instance, you would save 3 percent by weight. A 
great many ne vspapers have reduced the size of their newsprint by 
shrinking their mats so that instead of 34 inches they get the same 
materials on 33 inches. 

Mr. Rees. What would be your estimate of the increase of your 
labor costs for getting out those papers, let us say, since 1940, take 
a 10-year period. 

Mr. Pituen. I think labor rates have at least doubled in that 
period. 

Mr. Ress. What would you say about the cost of the paper? 

Mr. Pituen. The paper, of course, during the OPA days was 
stabilized at $50 a ton, I believe, and is now $106 for this area. 

Mr. Rees. That is a little more than twice as much. 

Mr. Pituen. And that, of course, includes the freight. 
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Mr. Rees. Of course, your other costs have increased correspond- 
ingly; have they not? 

Mr. Prtten. Yes. All costs have gone up materially. 

Mr. Rees. What is your proposal with respect to increasing the 
rates On your papers? 

Mr. Pruien. | was going to tell you other examples. 

The CuarrMan. Mr. Hagen, did you want to ask a question? 

Mr. Hacen. I just want to make the point that in the case of 
second-class publications these publications live up to certain rules 
and requirements and regulations which are not effective so far as 
your publications are concerned, Mr. Pillen. 

Mr. Pitten. We do not have a regular subscription rate; and, 
therefore, we cannot meet the second-class mail requirements for that 
reason. We have a definite area. 

Mr. Rees. That seems to be the only difference. 

Mr. Pituten. That is the only difference. 

The CuarrMan. Mr. Gross. 

Mr. Gross. Mr. Chairman, I assumed, when the witness said ‘the 
labor costs doubled,”’ that he was speaking of the printing trade. 

Mr. Prien. Surely, the printing trade. 

Mr. Reams. May I ask a question, Mr. Chairman? 

The CHarrmMan. Mr. Reams. 

Mr. Reams. Why do you say, Mr. Pillen, that you do not get any 
free in the county? Suppose it is the same type of publication other- 
wise; why cannot you send that free in the county, as any other 
newspaper? 

Mr. Priien. It is not eligible unless it has a second-class mailing 
privilege. 

Mr. Reams. Paid circulation comes in there again; does it? 

Mr. Pruuen. Yes. 

The CuHatrman. It must have a bona fide paid subscription list. 

Mr. Pituten. That is correct. 

Mr. Mituier. What you say obtains for a number of magazines, too. 

Mr. Pitien. Oh, yes. 

I did want to call to your attention a rather interesting article 
which appeared in the California Law Review, 34 California Law 
Review, on the subject of the freedom of the press and the power to 
revoke the second-class mailing privilege. This arose out of the 
so-called Esquire case. I just want to read two paragraphs from it: 

The second question is more troublesome. Can Congress declare and enforce 
tests of worth of the nature the Postmaster General claimed it had declared in 
the principal case (the Esquire case), as a requisite to the enjoyment of the second- 
class privilege? There is no constitutional right to cheap mail, it can be argued. 
May not Congress demand a ‘‘special contribution” as a condition of a periodical’s 
enjoyment of this subsidy? 

The court of appeals in its decision considered and clearly answered this point. 
Admitting that the subsidy might be withdrawn because Congress feels that the 
alleged benefits of wide circulation of periodicals are not worth the cost of the 
subsidy, the subsidy must be withdrawn from all. Congress may withdraw a 
subsidy it was under no obligation to grant, but it may not use it as a weapon to 
force compliance with its notions of what is worth while. To allow a ‘‘merit test” 
would be to deny what is meant by freedom of the press and freedom of speech, 


said the court. 

That indicates to me that there is a leaning toward the opinion that, 
if vou have all the other attributes, Congress may not pay one subsidy 
and not the other, or, what amounts to the same thing, grant lower 
rates to one and not to the other. 
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I said that I wanted to offer several suggestions. One of them is in 
this controlled-circulation feature. 1 would recommend that in that 
section of the law, which is 291 (b) of title 39, which is not a part of 
the present proposal, that it be extended to newspapers of a comparable 
area. 

In other words, a 4-page standard newspaper, which has as much 
area as 24 pages of this type publication, certainly does not take the 
postman any longer to deliver and it ought to have the same rates. 
That would be 10 cents a pound, or a l-cent minimum. 

The CuarrMan. Do you say that it does not take any longer to 
deliver 24 copies of paper than it does 1 copy of that paper? 

Mr. Pitten. That is not what I said, Mr. Chairman. I said it 
would not take any more time to deliver a 24-page magazine entitled 
to controlled circulation than to deliver a newspaper that has 4 
standard pages. 

The CuHarrMan. I understood you to say it took 24 copies of that 
newspaper to make the weight of a magazine. Is that right? 

Mr. Pitten. No. I said that a magazine, if you had 24 pages to 
it, is entitled to controlled circulation. For a newspaper of a standard 
size, it must also have 24 pages to qualify. If it has 24 pages, it 
will qualify even though it has 8 times as much area per page. 

Mr. Mitier. What you are arguing then is that the area of printing 
should be the determining factor and not the arbitrary number of 
pages. 

Mr. Pituen. That is correct, sir. 

Mr. Corserr. And, under this proposal, for vour little four-page 
newspaper you would have to pay not a poundage but you would 
have to pay a 2-cent minimum. 

Mr. Pituten. Under the proposal. But the controlled circulation 
still has a l-cent minimum. 

Mr. Corserr. But I say under the proposed legislation you would 
pay 2 cents to deliver that. 

Mr. Pituen. That is correct. 

Mr. Hagen. Is that correct; that it would be 2 cents for the little 
newspaper and only 1 cent for the magazine? 

Mr. Pituen. That is correct. 

Mr. HaGen. It seems that there is a little discrimination there; is 
there not? 

Mr. Pitien. I think so. 

I have also suggested that maybe we ought to have a separate 
section, and for that I have suggested 5 cents a pound. That is about 
twice the rate that is proposed for newspapers now; and, when they 
would go to even 3 cents for the first and second zones 2 years from 
now, we would still be paying a higher rate. But it would be a better 
rate than we are paying now, and a 1l-cent minimum. 

But the other thing | would like to recommend is that the commit- 
tee give consideration to simplified mailing. In other words, if we 
could deliver our publications through the post office already assem- 
bled, so that the carrier could pick up the bundle and go right to his 
delivery route, it would be beneficial to both the post office and to 
the publishers, because they would get better service for the delivery. 
We have some of our publishers who do that now, where the post 
office is willing to cooperate. We arrange them in exact order in 
which they are to be delivered. 


§2021—51———-49 
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Mr. Rees. What you mean to say is that if they would comply 
with certain requirements with respect to bundling up this mail and 
delivering it at the post office in certain shape and order, that the 
publisher should get some credit for that; is that it? 

Mr. Pituen. It is this, Mr. Rees: That if we were to find from the 
post office that if they had 10 postmen going out and 1 had 80 
houses and another 70 and another 60, if we wrapped them so as to 
give 80 copies for route 1, 70 for route 2, 60 for route 3, that we would 
not have to imprint the name on there but he would deliver them to 
every house. That would save us the cost of imprinting the name 
on them and it would save the post office the cost of throwing them 
according to the area in which they are going. 

Mr. Rees. Along that line, you would not have to print the names 
on them at all, they would just go along and deliver them at each 
box; is that right? 

Mr. Pitien. That is right. We would save the cost of printing 
the name, which is a substantial cost. 

Mr. Mixurr. If that privilege were granted, then 2 or 3 years from 
now would you be in here telling us that you are doing all of this work 
as against this particular class of mail and therefore you should 
receive a special consideration, because in order to grant special 
privileges to certain types of mailers we insist that they do certain 
work to qualify? But we have found that they come back in here, 
these newspapers, each time and tell us how they load the cars or 
they do this work and that, and they should be entitled to special 
privileges again, that the Post Office is discriminating against them. 

Mr. Piiuen. I suppose all of us are selfish to a degree. But may 
I say this is the first time I have been before your committee talking 
about postal rates. 

Mr. Mituer. I know that. But I think you have something there. 
I am just making that point. 

Mr. Corserr. Earlier in the hearings, when Mr. Wentzel was here, 
I brought up the matter having to do with the type of mail that we 
permit for delivery in the cities, the same as you have delivery to the 
rural box holder and to the post office box holder. That was tried 
in the post office at one time, and for reasons into which [ will not 
go today it was discontinued. But it was not because it did not pro- 
duce a great volume of mail for the post office. 

What this gentleman is here proposing is this—and I think Mr. 
Miller very well overcame any objection along that line: Here is a 
paper of controlled circulation, and let us say it is not a shopper’s guide 
but an actual newspaper. They have to go to the cost of putting on 
the address and they have to take it to the post office. There they 
have to pay a minimum now of 1 cent, and it is proposed to pay 2 
cents. Of all the publications that go out anywhere in the country, 
these types of papers have the most extensive set-up both as regards 
postage and also as regards most of their other costs, because they are 
not getting in any subscription fee. Consequently, there is a reason 
for considering here whether or not thevolume of business which would 
be brought to the post office would not beg reatly increased and there 
fore the revenue increased if these types were encouraged. 

The Cuarrman. Would you have them put into everybody’s mail 
box in town that has any kind of an address at all? 

Mr. Corserr. Yes, sir. But here there are other factors. 
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The Cuarrman. Think of the work that would be required on the 
part of the carrier, to go to every residence that has a mail box, to 
deliver that paper. 

Mr. Corserr. There are other factors that control it. He is not 
going to have to do any sorting, and there is the matter of whether he 
would take them all on one delivery, or leave some of them for another. 
That would be a matter of arrangement in working it out, because they 
do not have preferred delivery. 

The very fact that these types of publications have to live through 
advertising in the community means that there is a limit and a fixed 
limit on the number of them that there can be. Certainly you cannot 
put in a small business section more than one of these weekly com- 
munity papers. The load just will not carry it. So I think that while 
there would be an increase of volume we would not expect that there 
would just be a great many of these papers springing up in the same 
town. 

All I am saying here is that I believe the gentleman has some things 
for the committee’s attention that have not been discussed previously. 

Mr. Rees. The interesting thing about it, though, Mr. Corbett, 
following your observation, is that in bringing out these papers they 
are apparently making money, otherwise they would not be in the 
business. At least, I hope they are making money. Yet they do pay 
seven times as much postage to get their publication delivered as 
second-class mail. 

Mr. Corsert. Well, the facts are there. 

Mr. Rees. There it is. 

The CuatrmMan. Are most of the papers that you represent making 
a profit, Mr. Pillen? 

Mr. Pititen. They would not be in the business if they were not, 
There is no question about that. 

The CuarrmMan. And you have more members now in your associa- 
tion than you had 2 years ago, do you not? 

Mr. Pituen. Yes. I think Mr. Smith tells me we added 19 mem- 
bers since November. It is a growing thing. 

In California, for instance, there are a great number of them, Mr. 
Miller. 

Mr. Mitzer. I know many of them. 

Of course, out there, many of the newspapers also have an adjunct 
to their general paper. 

The CHatrMan. How many such papers are there in Washington? 
Do they have a shopper’s guide here? 

Mr. Pitten. At the moment I don’t know of any, other than 
Shopping News, in Washington. This Washington Shopping News 
and the Silver Spring Shopping News are both pure shoppers. 

Mr. Corserr. As I understand, this kind of paper operates best in 
the smaller community. Is that correct? 

Mr. Pitien. That is correct. 

Mr. Corserr. I mean that where they have to compete with the 
large metropolitan dailies they cannot hope to compete on a news 
basis, but they go into the local areas and hence they are shopping 
newspapers. I do not believe the shopping newspapers should get the 
same consideration as the small regular newspapers. 

Mr. Pitten. They would not be interested anyway because they 
have city-wide systems and carrier systems. 
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Mr. Burnsipe. There is a circulation of about 150,000 of such a 
paper over in nearby Virginia, is there not? 

Mr. Piuuten. I don’t know what their circulation is over there, but 
there is one in Virginia that is a member of our association, as a 
matter of fact. 

Mr. Burnsipe. There is a lot of it in Arlington, too, is there not? 

Mr. Pruuen. | think that has been consolidated. It has a northern 
Virginia title and I think it covers both areas. 

Mr. Miuuer. Is it not true, though, that these shopper's papers 
never have an editorial policy, never crusade? 

Mr. Piuuen. Yes, they do. The community papers do; definitely. 

Mr. Mituer. They crusade for positive things, such as a new school 
or fixing the streets, or something similar to that. But they do not 
come out in polities, do they? 

Mr. Piuuen. Yes, they do. I will show you some political articles 
here if you want to see them. 

The CuarrmMan. Are there any other questions of the witness? 

We thank you very much, Mr. Pillen. 

Mr. Prien. Thank you, sir. 

The CHarrMan. We will next hear our colleague, Mr. Berry, from 
the Second District of South Dakota. 


STATEMENT OF HON. E. Y. BERRY, A REPRESENTATIVE TO 
CONGRESS FROM THE SECOND DISTRICT OF SOUTH DAKOTA 


Mr. Berry. Mr. Chairman and members of the committee, as time 
is getting late, I have a prepared statement here that I want to file 


with the committee. 

The CHarrmMan. Your statement will appear in the record, Mr. 
Berry. 

(The statement referred to is as follows: ) 


STATEMENT OF Hon. E. Y. Berry, CONGRESSMAN, SECOND DistRICcT, 
Sourtn Daxora 


Gentlemen, I would like to interpose an objection to the postal-rate increase as 
proposed under the above-mentioned bill, for the reason that I feel it is unjust to 
the daily newspapers in my State. 

South Dakota is primarily rural. The rail connections are almost entirely east 
and west across the State. Our cities are not large. Our mail service is not too 
good. Our larger daily newspapers are required to spend considerable money in 
the distribution of their papers in order to meet existing mail connections. 

I would call vour attention to the Sioux Falls Argus-Leader, the largest daily 
newspaper in our State, located in Sioux Falls in the extreme eastern section of 
South Dakota. Last year that newspaper paid $44,710.97 as their second-class 
postage bili for 1950. In addition to the above amount paid to the Post Office 
Department, that paper paid to bus and truck companies during the year 1950 a 
total of $32,246.20. This money was necessarily spent in the hauling and truck- 
ing of papers by contract hauler and by bus to various towns. 

These papers were delivered to the post office in each of the respective towns for 
delivery through its local post office. In other words, the Post Office Department, 
other than the rural carrier in the respective community who picks up the bundle 
in the back room of the post office, had nothing to do with the handling or trans- 
portation of these papers. 

In addition to the transportation of the papers as mentioned above, it was 
necessary that their own trucks, as well as others, haul papers to various trains 
because of inadequate connections. An example of this is a full truckload of 
bundled rapers which is hauled by that newspaper every afternoon from Sioux 
Falls to Brookings, S. Dak., because of inadequate train transportation. It is 
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the only way they can make arrangements for connection with the Chicago 
Northwestern Railroad line which runs east and west through South Dakota but 
does not go through Sioux Falls. 

The newspapers generally, I am sure, are willing to pay an increase if the Post 
Office Department is losing money strictly on their second-class mail; but it would 
only seem fair, if the proposed increase is allowed, that credit should be given to 
the individual newspapers for the expense they necessarily incur in the trans- 
portation of their papers to the various points of original shipment. In other 
words, the Post Office Department today is not providing the necessary trans- 
portation facilities, which facilities must be supplied by the publisher. 

This expense, in turn, must be transmitted to the subscriber. In the case of 
the Sioux Falls Argus-Leader, the proposed postal rate would mean that every 
farmer in South Dakota who now receives the Argus-Leader by mail would be 
required to pay an additional $2 a year for his subscription. Today those farmers 
are objecting to a $10 subscription rate. If it were necessary to go to a $12 rate, 
many of them would be forced off of the subscription list. Certainly the company 
itself cannot assume that additional increase. 

In connection with the Rapid City Daily Journal of Rapid City, 8S. Dak., South 
Dakota’s second-largest daily newspaper, the situation is quite similar. The city 
of Rapid City is located at the east gateway to the Black Hills. The Chicago, 
Milwaukee, St. Paul & Pacific Railroad Co. and the Chicago Northwestern 
Railroad enter Rapid City from the east. There is practically no rail service into 
the Black Hills itself from Rapid City. In other words, the Rapid City Journal, 
which has a very large coverage throughout the Black Hills area, must supplement 
existing postal service. The Post Office Department has practically made no pro- 
vision for second-class newspaper service. The service on which the Post Office 
Department is attempting to increase the rates, in that part of the State at least, 
is practically nonexistent, but the Rapid City Journal is paying for it, and at the 
same time providing that service at their own expense. 

Attached to this statement, and by reference made a part hereof, is an analys's 
of the circulation of the Rapid City Journal. From that analysis it will be readily 
seen that the Journal has general distribution over western South Dakota and the 
Black Hills region. The only passenger trains which could be used by that paper 
in carrying their mail are two trains going east at 7:30 and 8:30 in the evening. 
The Journal is forced to use these because of the sparse population for 75 miles 
east of Rapid City and cannot afford to operate their own trucks in that area. 
However, in all of the rest of their territory, depicted in the attached circulation 
analysis, they operate their own cars and trucks to deliver the Journal. In doing 
this, they prepare their own mail at the office for all outlying towns, take it to the 
local post office for weighing, cancellation, and charges, and then haul it out to all 
the post offices in the Black Hills region. All the local post-office employees in 
these 30 or more points have to do is to open the package and distribute the papers 
to the mail boxes or to the respective rural-route boxes. 

I submit to vou gentlemen of this committee that it is not the handling of the 
Rapid City Daily Journal that is causing those post offices to lose money. 

The records of the Journal! show that in 1950 they paid $4,829.12 for newspaper 
postage at the Rapid City post office. They also show that expense for their 
trucks and delivery operations in the circulation department in 1950 was $14,440, 
not including capital investment in equipment. 

In other words, they paid $14,440 in 1950 to provide for their own service which 
the Postal Department does not provide and still had to pay the local post office 
$4,829.12 for the privilege of using a second-class permit—for distribution only to 
the mail boxes and routes, and not for transportation by rail or postal truck. 

To be specific, the Journal daily distributes 3,522 mail copies that they pay 
postage on at the Rapid City post office. Of this number, only 1,279 copies are 
actually transported by mail or postal truck to the towns of destination. That 
means that they haul 2,243 of the 3,522 copies to the post office of destination, or 
63 percent of the mail circulation of the Journal. Thus they are definitely paving 
the cost of postal service which is not available to them, but for which they are 
charged the privilege of having a second-class mail permit. 

In conversation with E. H. Lighter, business manager of the Rapid City Daily 
Journal, he made the statement to me that if their paper were to rely upon regular 
postal service now available in Rapid City, they might as well only publish once a 
week as far as the publie getting any news when it is news. The postal service 
second-class permit facilities for newspaper distribution are practically non- 
existent in South Dakota, 





766 POSTAL RATE REVISION 


I repeat, the daily newspapers in South Dakota, and I am sure wherever this 
same situation exists, are ready to pay for their fair share of the burden, but as 
must be clearly indicated from these two instances alone, if they are required by 
law to pay twice as much for a nonexistent service, the subscribers will be materi- 
ally penalized for something they do not now receive. This increase without a 
credit offset is not justified under existing conditions. 


ComMPLeTe ANALYSIS OF CIRCULATION OF THE Rapip City Dairy JourNAL, 
Rapip Ciry, 8. Dak., THB DominatiIncG News AND ADVERTISING MeEpIuM 
IN WESTERN Sours Dakota—Packep Futt or Waar Ir Takes—READER 
INTEREST 


Advertising executives have agreed it takes two major qualities for a successful 
advertising medium. They are circulation and reader interest. These two 
qualities are found in the Rapid City Daily Journal. 

During the last 20 years the Journal has steadily increased both in circulation 
and reader interest. 

Years ago the driver routes and outside carrier-boy plan were inaugurated at 
great expense. Due to the expense of operation only larger newspapers give this 
type of service. 

During this time the Journal has added many interesting and reader-compelling 
features, such as daily comies and cartoons, the Sunday 16 pages of four-colored 
comics, new features on political issues, and our own engraving plant to make 
local pictures. 

The regular features of editorials, sports, city items, classified, Associated Press 
news, NEA pictures, cartoons, four-color comics, weather reports, society, grain 
and stock markets, and other features have given the Journal a prominent place 
in the reading habits of western South Dakota homes. 

All these combine to compel the attention of people in this region. The Journal 
is part of their home, their lives, and their daily education. Where else can an 
advertiser find such a compelling interest in any one medium. After all, an 
advertising medium that does not have reader interest is not cheap at any price. 


SENSATIONAL GROWTH—JANUARY 1, 1951, ANOTHER ALL-TIME HIGH: 20,462 


In spite of the following growth in circulation the average advertisers’ rate 
per 1,000 homes has decreased from 16.6 to 3.7 cents. 
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The average coverage in the 29 points where we have carrier service the day of 
publication is equal to 8% out of 10 homes. 
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Trade territory circulation vepert, Jan. 1, 1951 
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Grand total 
Rapid City: 
City carriers 
City mail. 
Newsstands. - -..-.- 
Street sales _.- 
Total city 
Rural routes. -__.-.-- 
City Rural Total City Rural Total 





Pennington County: Meade County 
Rapid City '___. ee . 008 346 | 8,3 Bear Butte 
Rapid City Airbase ! 7 | 75 Black Hawk 
Box Elder 59 ! Chalk butte 
Caputa 16 j Cooper. 
Conata 7 7 Dalzell 
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Creighton... 13 13 Elm Springs 


Deerfield 
Farmingdale 
Hill City! 
Hisega 
Imlay 
Kevstone ! 
M ystie 
New Underwood 
Owanka 
Pactola 
Pedro 
Quinn 
tochford 
Scenic 
fl ity 
Vall! 


v asta ! 
Total 


Butte County: 

Belle Fourche !_. 
Castle Rock... 
Fruitdale ! 
Hoover... 
Newell !_. 
Nisland ! 
Twilight 

Tale! 


Total 


Custer County 


Buffalo Gap! 
Custer ! 
Dewey 
Fairburn 
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Pringle ! 
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Fall River County: 
Ardmore !_.. 
Burdock 
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Hot Springs !__- 
Igloo ! : 
Oelrichs !. 
Oral... 
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Smithwick 
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Jackson County: 


Belvidere !._. 

Cottonwood 
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1 Daily carrier service. 
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Ludlow 
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Mr. Berry. You have the same thing in Kansas and in North 
Dakota and Iowa, but probably some of our papers out there in 
South Dakota are in worse shape than most of yours. One peculiar 
instance is the Rapid City Journal, for instance. Rapid City is 
located at the gateway of the Black Hills and there is no transporta- 
tion really into the hills and the surrounding area. The Rapid City 
Journal last year, on a subscription list of about 3,500 papers, paid 
to the Post Office Department $4,829. But their own truck delivery 
system, not figuring the investment that they have in their trucks, 
in 1950 cost them $14,440 for the transportation of these newspapers 
into their trade area. 

I do not know what the thinking of the committee is on this, but 
my thought is that if these rates go into effect, I wonder if it would 
not be fair to give these papers some sort of an offset for this trans- 
portation that they have to make on their own. The Rapid City 
Journal, for instance, prepares the paper, puts it into the bags, takes 
it over to the post office, and weighs it. Then they take more than 
two-thirds of that same mail and take it out and deliver it themselves. 
That costs them $14,000. 

Mr. Mitier. How do you mean, Mr. Berry, when you say they 
take it out and deliver it themselves after they take it to the post 
office? 

Mr. Berry. It just goes in in this way. 

The CuarrmMan. Do you mean they deliver it to the post office 
outside of the town of publication? 

Mr. Berry. That is right. For instance, in the case of the mail 
that goes to Sturgis and Belle Fourche and Deadwood, and so forth, 
they have to weigh it all through the post office in Rapid City. Then 
that is charged against them. But they themselves take those papers 
and deliver them in Sturgis, in Belle Fourche, and in Deadwood. 

Mr. Mititer. Why do they go to the post office? 

Mr. Berry. For this cancellation. They have to have this can- 
cellation. 

The CuarrMan. That is to determine the rate, Mr. Miller. It has 
to be covered by the postmaster at the place of publication. 

Mr. Mitier. That is true. But I do not see why he takes them 
there and delivers them himself. 

The Cuarrman. He has to check there the amount of postage and 
the weight at the post office of mailing. Then the papers are carried 
by private contractor. 

Mr. Berry. By their own trucks and cars. 

The CuarrmMan. That goes to adjoining towns and is put in the 
post offices there, where the papers are delivered by the post office. 

Mr. Mintuter. Yes. But he does that for his own convenience. 

This is the very point | made with this other chap. 

Then later on he is going to come in and want special consideration 
on the condition that he imposed on us, just as you come here now. 
He does not have to do that. He puts them in the post office, surely, 
but they may not be delivered as quickly. 

Mr. Berry. Of course, the news in a newspaper is the most perish- 
able thing there is, because the newspaper must compete with the radio. 
If it does not get out immediately they might just as well not have 
dailies, they might just as well have a weekly newspaper. 

Mr. Mituer. Is this a daily paper? 
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Mr. Berry. Yes. 

Mr. Burpickx. Mr. Chairman. 

The Cuatrman. Mr. Burdick. 

Mr. Burpick. I want to ask the Congressman a question. 

When your newspaper trucks take this mail from the Rapid City 
post office and load it in their trucks and haul it out to the small 
towns, what is done with it there? Do they continue distributing it, 
or is it delivered through the post office? 

Mr. Berry. I think both. I think that which goes for distribution 
around town goes through the mail. They do quite a lot of their own 
distribution as they go by the boxes, of course, when they go from one 
town to another. 

Mr. Burpickx. Then the only service the Post Office Department 
gives you is whatever mail arrives in the small town and they deliver 
it? 

Mr. Berry. That is all. All they have to do is put it in the boxes 
in that town. Yet the Rapid City Journal is paying for the service 
just the same as if it were taken into the post office solely at Rapid 
City and distributed through the regular channels to Belle Fourche 
or Sturgis. 

The CuarrmMan. That practice is followed by a number of news- 
papers. I notice that Frank Daniels has been before the committee 
on two or three occasions and has given similar instances of such 
practices, also Mr. Charles Puckett of the Chicago Times. The news- 
papers do that for their own convenience and for speeding up delivery 
to the subscriber. The post office would deliver the papers after they 
once were deposited, but they might not be as fsst or as expeditious 
as the system that you describe. 

Mr. Berry. Yes. 

What I mean is: I think this Congress could well work out some 
kind of a system so that they would get some sort of credit, if we in- 
crease the rates. We are increasing the rate on something that we 
are not giving them; are we not? 

Mr. Mituer. Yes. Let us now put this thing on a more personal 
basis. I take the Washington News. I pay a certain sum to the boy 
that includes the money that the Washington News pays him to 
deliver it to me. I am certain the Washington News could deliver 
that paper cheaply through the mail if it used the mail. Now, why 
should I, who takes the Washington News, subsidize the people in 
North Dakota because they want to get their mail more quickly? 

Is not that what you are in effect doing? You are asking those of 
us who get no benefit from this particular transaction to help pay some 
of the costs of the transaction. I am putting it on that basis. 

Mr. Berry. No. I do not think that is exactly right. 

Mr. Mituier. Compare your paper with the Alameda Times 
Herald, which is my home-town paper. 

Mr. Berry. In this instance the Rapid City Journal pays $4,000 
a vear to have 3,500 copies a day distributed. 

Mr. Mituier. For how many days a year? 

Mr. Berry. Three hundred and sixty-five, or whatever it is. I do 
not know. 

Mr. Buroick. It is the same in South Dakota as here. 

Mr. Mitier. But some are on 5 days and some 6 days. 
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If you would compare the number of papers to be delivered with 
the total cost, 1 do not believe you would find the delivery charge per 
paper is very great, Mr. Berry. 

Mr. Berry. Of course it is not very great. 

Now, I do not know what percentage the second class is paying, 
whether it is actually paying its freight, and I do not think that the 
newspapers by and large are objecting to paying their percentage of 
the freight on this thing. 

Mr. Miuuer. I would like to trade places with you. I would like 
you to have to be sitting here for the last 6 years listening to this 
set-up. There is Mr. Daley over there, who represents all thenews- 
papers in the country. Ask him how he feels about the newspapers 
paying a fair percentage of their costs. 

Mr. Berry. I know that these two newspapers that I have corre- 
sponded with on this thing have both told me that they are not 
objecting to paying their fair proportionate share of the freight. But 
now here is a newspaper, the Rapid City Journal, that is paying 
$4,800 for the delivery of 3,500 papers. That is correct, is it not? 
So because of poor facilities, poor transportation facilities in their 
trade area, they are compelled to truck these papers themselves, and 
it costs them $14,000 to subsidize the Post Office Department. 

Mr. Mixurr. I do not agree with you that it is costing $14,000 to 
subsidize the Post Office Department. If we were to accept that 
theory and if we were to assume that, our postal deficit would then be 
several billion dollars a year. Would you want to subscribe to that? 
Do you think that we should give some consideration to this postal 
deficit of $500,000,000 a year? 

Mr. Berry. I do. 

Mr. Miuuer. Let us look at it. You are sending out 3,500. Of 
course, I assume those figures were furnished you. I assume that all 
these 3,500 go into the mail and that there are not other costs. We 
could very easily verify that here, of course. That is about $1.25 a 
year postage on that paper for, we will assume, sending out 300 copies, 
or about a third of a cent apiece for delivering those copies. I think 
that is a fairly cheap rate. 

Mr. Berry. That is right. 

Mr. Miuuer. It costs the Government about 2.68 cents to deliver 
a first-class letter. We are giving them a privilege of delivering at a 
third of a cent. 

Mr. Berry. No. You cannot compare that with a first-class letter. 

Mr. Miuuer. I am just comparing postal rates, as to the services 
received. 

Mr. Burpick. Mr. Berry, you cannot compare that isolated section 
around Rapid City with any other section in the United States. 

Mr. Miuuer. | appreciate that. 

Mr. Berry. I am using this as an exaggerated case, that is true. 

Mr. Buropick. It is; because of lack of facilities for transportation, 
it is an isolated case. 

Mr. Berry. But, nevertheless, the Federal Government is charging 
the Rapid City Journal the same rate that it charges a newspaper in 
Washington. Yet it does not provide the facilities that it provides 
here. 

Mr. Mitier. Do you want us to go into every community then and 
say that we are going to provide the facilities? I do not know much 
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about the Dakotas, but I know about communities in California. 
We would raise this deficit another hundred million dollars if we tried 
to give some of our communities the same service that the big cities get, 

Mr. Berry. We are not asking for that. All we are asking for is 
some kind of an offset if these rates are doubled. 

Mr. Mruier. You want to set up a critical area, in the sense that 
we are talking about critical areas now. You want us to set up 
critical areas where there is a lack of transportation, to make sure the 
newspapers in that area are delivered. You want to give them 
special consideration as against newspapers in other areas, and that is 
an additional subsidy. Is there any other way out of it? 

Mr. Burpicx. Mr. Miller, will you yield? 

Mr. Mituer. Yes. 

Mr. Burpicx. I think that is right. I think we ought to have 
ingenuity enough to take care of those isolated sections. There are 
not so many of them. 

Mr. Mixuer. Let me say this in answer to you: You and I have 
sat here and have heard repeated the charge made that 39,000 out 
of the 42,000 post offices in the United States are losing money, and 
there has been an implication by some of the users of the mails that 
we should close up some of these 39,000 post offices. Are we not 
bearing the brunt of that thing now in subsidizing 39,000 out of the 
42,000 post offices that lose money? 

I am not against that but I do not see how you can go much beyond 
offering the minimum or the maximum service that you can under 
those conditions to a rural area and let it go at that. 

It is true that no charge has been made that these papers would 
not be delivered. Surely they would not be delivered as rapidly. 
Let us take a specific magazine, for instance. Life magazine pub- 
lishes in three places in the United States. I am sure that if they 
could publish all in one place in the United States they could save 
money by doing it. But they choose to do in it three places in the 
United States, at a greater cost to themselves, in order to get the 
flow of their magazine onto the stands at a certain date. That is the 
very thing that our colleague says he wants the newspapers to do, at 
a greatly increased cost, though, to themselves. 

Mr. Buroicx. Here is what I had in mind: If these rates are 
doubled or trebled, or whatever it might be, then these little isolated 
sections in the United States will not have any service at all because 
they cannot pay for it. 

You could not pay double that and still stay in business. 

Mr. Berry. You would have to increase the price of the paper by 
a couple of dollars a year, and in that way you are cutting off quite a 
lot of people. 

Mr. Miter. Mr. Berry, I just want to call these things to your 
attention in discussing it. 

Let me tell you that the president of the association of these little 
papers told us the other day—and you will find it in the record—that 
the postage cost of his paper was 1.65 percent. 

Mr. Berry. It is not large, I agree with that. 

Mr. Miuuer. Is that the thing, though, that is going to be the 
determining factor in keeping any newspaper in or out of business? 
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Mr. Berry. Let us not confuse the weeklies with the dailies, 
because we do not have the same situation there, as I understand this 
proposed bill. I happened to run a weekly up until the first of the 
year. I operated my own weekly newspaper. But they are not in 
the same category as the dailies. 

I do think that if we do double the cost, small as it is, it cannot be 
absorbed by most of these newspapers. I just do not believe that 
it can. 

Mr. Burnsipe. If we doubled it, it would amount to about a third 
of a cent a newspaper. 

Mr. Berry. A third of a cent per newspaper per thousand, is that 
what you mean? 

Mr. Burnsipe. No; per newspaper per day. 

Mr. Miuuer. It would eventually double to $4,800. 

Mr. Burnsipe. And that would run to about a third of a cent per 
dav per newspaper. The additional would run about 30 percent. 

Mr. Berry. Of course, that will have to be passed on to the sub- 
scriber, will it not? 

Mr. Burnsippn. About $1.20 a vear. 

The CHatrmMan. How many trucks does it take to carry those 
papers from the Rapid City post office to the post offices in the 
adjacent towns? 

Mr. Berry. I could get that information for you. 

The CHarrMan. | understood you to say first that these trucks 
which belong to the newspaper publishing company deliver papers 
along the route to these offices. 

Mr. Berry. Yes. 

The CHartrMan. Those are entirely outside the mails, are they not? 
Are they delivered entirely outside the mails? 

Mr. Berry. They could be. I am not sure they are. 

The CHAIRMAN. So it seems to me this company is delivering these 
papers outside the mails along the route along with delivering the 
other papers of the post office, and that they are getting the benefit 
of the service themselves by using their own trucks to deliver the 
papers along the route, outside the mails. 

Mr. Berry. They are getting some benefit from it, there is no 
question about that, if they make that outside delivery. 

The CuarrmMan. That is what I mean, outside the mails. 

Mr. Berry. But the comparison of $14,000 and $4,000 is quite 
staggering, is it not? 

The CuarrmMan. If they are delivering papers outside the mails by 
this medium, that should also be taken into consideration. 

Mr. Berry. They could take some, but, of course, in a sparsely 
settled community you are not delivering too many or you are not 
getting to the next town on time, either. 

I do not want to take any more of your time. 

The CuarrMan. We appreciate your views very much, Mr. Berry. 

Mr. Mixier. I want to say myself 1 am very sympathetic to the 
‘vase, but I just do not know the answer. 

The CuarrMan. I have here a statement from Mr. Clyde T. Ellis, 
executive manager of the National Rural Electric Cooperative 
Association, which will be placed into the record at this point. 

(The statement referred to is as follows:) 
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STATEMENT OF CLypeE T. Exus, Executive MaNnacer, NATIONAL RURAL 
ELEcTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and members of the committee, as executive manager of this 
association, the national service organization representing some 842 rural electric 
systems in 43 States and Alaska which are providing electric service to nearly 
3 million farm families and rural establishments, I respectfully urge that your 
committee give careful consideration to certain provisions of H. R. 2982, the 
proposed legislation to readjust postal rates. 

In 1949, I appeared before your committee on behalf of this association to 
present testimony concerning similar legislation, H. R. 2945. At that time, I 
attempted to make it quite clear that the rural electric systems of this country 
are willing and ready to assume their fair share of the costs of postal service, and 
that if the actual mailing costs justify the proposed increases, they are certainly 
agreeable to paying their share. 

Many of the rural electric systems throughout the country are particularly 
concerned with those provisions of the proposed legislation pertaining to an in- 
crease in the cost of postal cards from 1 to 2 cents, and an increased minimum 
rate for third-class mail from 1 to 2 cents. When we were considering the effects 
of the proposed postal rate readjustments in 1949, we estimated that in the use 
of postal cards alone, the 2-cent rate would mean an increased expenditure of at 
least $600,000 per year to the rural electric systems. To some of the small 
consumer-owned-and-operated rural electric cooperatives such a 100-percent in- 
crease in the cost of mailing their meter and billing cards would be a considerable 
factor in their financial operations. 

Once again, although it is not a multimillion dollar item, the proposed 100 
percent increase in the minimum rate of third-class mail would result in doubling 
the cost of mailing of rural electric systems’ monthly newsletters to their member- 
consumers and would result in an increase in costs of at least an estimated $100,000 
per vear. Here, too, this seemingly minor increase in mailing costs is a consider- 
able item in the operation of the hundreds of small rural electric cooperatives of 
the country. 

May I repeat that, as member-owned cooperatives, the rural electric systems 
appreciate the need for meeting operating expenses, and they are more than 
willing to pay their share of the expenses incurred in the operation of the postal 
service. However, we urge that these proposed increases be given careful study 
so that the rural electric cooperatives will not have to unnecessarily suffer the 
financial hardships which would be an inevitable result of the proposed 100-percent 
increase in postal card and minimum third-class rates. 


The CHarrmMan. This concludes the hearings. The committee will 
meet in the next few days in executive session to begin considering 
the bill. 

The committee will stand adjourned, subject to call of the chairman. 

(At 12:10 p. m. the committee recessed subject to the cail of the 
chairman.) 
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